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Foreword 


The  Nation's  mental  health  services  system  is  facing,  in  consort  with  the  general  health  care 
community,  the  reality  of  limited  resources  in  the  decade  of  the  1980s.  The  economic  foundations 
of  the  mental  health  system  will  determine  in  large  part  the  future  development  of  the  nature  and 
scope  of  mental  health  services,  the  evolution  of  treatment  settings,  and  the  future  role  of  pro- 
viders in  this  system. 

The  advent  of  prospective  payment  systems,  the  development  of  alternative  nontraditional 
mental  health  services,  and  the  empheisis  on  preventive  mental  health  services  are  a few  of  the 
movements  that  reflect  concern  that  mental  health  resources — the  settings,  modalities,  eind  pro- 
viders— ^be  used  within  limited  funding  in  a manner  that  assures  access  and  availability  of  these 
services  to  all  in  need. 

Concern  about  the  costs  of  mental  illness  has  led  to  an  expanding  base  of  research  in  these 
areas  over  the  past  two  decades.  The  National  Institute  of  Mental  Health,  as  part  of  its  national 
research  leadership,  recognized  that  the  time  W2is  opportune  to  highlight  some  of  this  research  in 
an  effort  to  assure  informed  policymaking  at  all  levels  of  government  and  the  voluntary  sector, 
and  to  help  chart  future  directions  in  research  on  the  cost  of  mental  health  services. 

The  Institute  convened  a Cost  Considerations  Conference  on  April  20-21,  1982,  in  Washington, 
D.C.,  that  brought  together  leading  researchers  and  key  Federal  policy  and  analyst  staff  with  the 
objectives  of  1)  highlighting  important  research  f landing  related  to  the  costs  of  mental  health 
services;  2)  facilitating  interaction  between  researchers  in  this  area  and  Federal  policy/analyst 
staff  regarding  the  research  findings;  and  3)  promoting  a growing  interaction  between  the  re- 
search field  and  Federal  policy/analyst  staff  working  in  this  area.  This  Conference  focused  on  cost 
research  devoted  to  mental  health  treatment  settings,  modalities,  and  providers.  This  volume  in- 
cludes the  technical  papers  presented  at  this  Conference  both  on  specific  research  in  the  costs  of 
mental  health  services  and  the  policy  issues  that  have  shaped  this  research  area,  which  will  con- 
tinue to  confront  researchers  and  policy  staff  in  future  years. 

We  are  pleased  to  make  this  volume  available  and  hope  it  will  lead  to  expanded  research  efforts 
in  this  important  area  of  mental  health  economics  and  services  development. 


Darrel  A.  Regier,  M.D.,  M.P.H. 
Director 

Division  of  Biometry  and  Epidemiology 
National  Institute  of  Mental  Health 
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Chapter  1 


Why  NIMH  Is  Involved  in  Cost  Considerations 


Herbert  Pardes,  M.D. 


There  are  currently  simultaneous  concerns 
for  quality  in  mental  health  programs  and 
economy  in  all  programs,  including  mental 
health. 

The  National  Institute  of  Mental  Health 
(NIMH)  has  been  encouraged  by  the  findings  of 
cost-offset  research,  which  will  be  discussed 
from  the  economic  perspective  in  chapter  2. 
Studies  in  the  past  have  indicated  that  provi- 
sion of  mental  health  services,  particularly 
psychiatric  services  within  prepaid  medical 
settings,  reduces  other  medical  utilization. 
Recently,  these  studies  have  been  extended 
into  the  fee-for-service  settings  by  Schle- 
singer  and  colleagues  (1983).  Their  study  re- 
ports, performed  under  contract  to  NIMH,  are 
available  from  the  Institute. 

The  work  of  Schlesinger  and  aissociates  ap- 
pears to  point  in  the  same  direction  as  other 
reports  to  date  but  is  more  specific  in  subject 
matter  than  "general  medical  patients"  and 
"mental  health  treatment."  These  researchers 
found  reduced  general  health  services  with 
mental  health  treatment  incorporated.  Fur- 
ther, however,  they  found  that  such  an  effect 
with  chronic  obstructive  pulmonary  disease 
wzis  more  marked  as  contrasted  with  other 
disorders.  In  one  disorder,  thyrotoxicosis, 
which  is  usually  thought  of  as  a psychosomatic 
diseeise,  there  wzis  no  offset. 

These  findings  on  cost  savings  will  be  of 
great  relevance  to  clinicians  who  refer  pa- 
tients for  psychiatric/mental  health  services. 
Several  of  this  same  group  of  investigators 
recently  published  the  report  of  another  effort 
in  an  article  in  the  American  Journal  of  Public 
Health  (Mumford  et  al.  1982)  describing  the 
effects  of  psychological  intervention  on  re- 
covery from  surgery  and  heart  attack.  The  13 
studies  that  used  hospital  days  zifter  surgery 
and  after  heart  attack  as  an  outcome  indicator 
showed  that  hospitalization  is  reduced  approx- 
imately 2 days  below  control  group  averages. 
Strikingly,  the  interventions  reported  were 


offered  by  a wide  variety  of  change  agents, 
including  nurses,  psychologists,  and  psychia- 
trists. Most  were  not  specifically  tailored  to 
or  directed  at  individual  characteristics  of  the 
patients  but  rather  at  usual  reactions  to  the 
situations  in  which  patients  found  themselves. 
As  the  accompanying  editorial  noted,  the  in- 
terventions show  that  humanly  sensitive  serv- 
ices can  be  cost-effective. 

An  indication  of  what  can  be  done  through 
good  psychiatry  in  liaison  settings  can  be 
found  in  the  brief  ceise  vignettes  in  the  Levi- 
tan-Komfeld  study  reported  in  the  American 
Journal  of  Psychiatry  (1981).  The  authors  co- 
gently argue  that  a $10,000  investment  in  a 
consultation- liaison  psychiatrist  resulted  in 
savings  of  $190,000  to  orthopedic  patients  who 
more  frequently  went  home  than  to  other 
institutions,  were  discharged  earlier,  and 
achieved  a higher  functional  status. 

Finding  these  nuggets  amid  the  sea  of  re- 
ports about  rising  costs  hais  led  to  the  forma- 
tion of  the  Cost  Considerations  Work  Group  at 
NIMH/ Alcohol,  Drug  Abuse,  emd  Mental  Health 
Administration  (ADAMHA).  Its  focus  has  been 
on  costs  within  the  mental  health  treatment 
arena,  because  the  general  medical  work  is 
regarded  as  well  launched  and  fairly  well  pub- 
licized. The  specialty  mental  health  sector  is, 
of  course,  a more  formidable  object  for  sav- 
ings, since  the  direct  outlays  to  be  used  as 
targets  for  reduction  are  much  lower.  Work  in 
this  area  generally  consists  of  further  refine- 
ment of  patient  groups,  interest  in  reducing 
unnecessary  costs  of  hospitalization  and  other 
institutionalization,  search  for  new  treatment 
modalities  or  ways  of  streamlining  and  making 
more  effective  treatment  modalities,  and 
looking  at  what  number  of  what  sorts  of  pro- 
viders would  constitute  the  optimal  staffing 
mix  for  that  setting.  The  term  "staffing  mix" 
is  used  rather  than  "substitutability,"  for  rea- 
sons that  will  become  evident  in  the  chapters 
that  follow. 
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Interest  in  costs  can  be  found  throughout 
NIMH  in: 

• Individual  patient  care  and  treatment 
modality  work  in  the  Division  of  Extra- 
mural Research  Programs  (DERP) 

• Systems  and  services  research  carried  out 
in  the  Division  of  Biometry  and  Epidemi- 
ology (DBE) 

• Concern  with  different  sorts  of  providers 
in  the  Division  of  Manpower  and  Training 
(DMT) 

• Focus  on  work  and  mental  health,  crime 
and  delinquency,  the  aging,  and  preven- 
tion in  the  Division  of  Special  Mental 
Health  Programs  (DSMHP) 

• Public  information  educational  work,  es- 
pecially the  stigma  program  carried  on  by 
the  Division  of  Scientific  and  Public  In- 
formation (DSPI) 

• Technical  assistance  to  be  offered  by  the 
newly  formed  Office  of  State  and  Com- 
munity Liaison  (OSCL)  that  will  be  re- 
placing the  Services  Division 

• Programs  carried  out  in  cooperation  with 
other  Institutes  in  ADAMHA  and  other 
agencies,  most  notably  the  Medicare  De- 
monstration Project,  Health  Care  Fi- 
nancing Administration  (HCFA),  carried 
out  through  the  former  Office  of  Program 
Development  and  Analysis  (OP DA),  which 
is  now  the  Office  of  Policy  Development, 
Planning,  and  Evaluation  (OPDPE). 

This  dispersion  of  activities  makes  it  some- 
what difficult  to  quote  a precise  number  of 


projects  and  dollar  amount  of  research  support 
in  this  area.  The  work  group  has  focused  more 
on  the  question  of  what  is  known  and  what  re- 
search should  be  performed.  Generally,  pre- 
cision must  be  increased  about  who  is  being 
treated,  in  what  settings,  by  whom,  and  with 
what  effect.  NIMH  also  must  be  able  to  iden- 
tify the  services  that  might  unintentionally 
satisfy  the  sometimes  subtle  needs  that  cause 
a patient  to  approach  a service  provider. 

Just  as  encouraging  as  the  development  of 
the  specific  findings  of  various  studies  is  the 
upsurge  of  interest  in  the  field  and  the  meth- 
odology and  techniques  of  these  studies.  Both 
a new  group  of  researchers  and  a more  sophis- 
ticated group  of  consumers  of  research  seem 
to  be  forming.  NIMH  is  happy  to  do  its  part  in 
supplying  whatever  facts  may  facilitate  men- 
tal health  agencies’  work  or  the  policy  ques- 
tions surfacing  in  the  Administration  or  in  the 
Congress. 
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Chapter  2 


Overview  of  Mental  Health  Services  Cost  Issues 


Thomas  R.  Vischi 


Why  has  NIMH  decided  to  foctas  in  this  con- 
ference on  costs?  And  why,  when  the  Institute 
is  becoming  more  oriented  to  the  funding  of 
research  and,  under  the  block  grants,  less  ori- 
ented to  the  direct  funding  and  monitoring  of 
services,  are  services  the  focus? 

The  reason  for  emphasizing  costs  is  simple: 
Medical  care  and  disability  costs  have  been 
increasing  in  this  country  at  alarming  rates, 
and  much  attention  has  been  devoted  to  what 
can  be  done  to  control  these  rates  of  increase. 
Mental  health  services,  too,  have  experienced 
increases  in  costs,  and  similar  concerns  about 
rates  of  increase,  controllability,  "breaking 
the  bank,"  and  the  like  have  arisen.  So  the 
emphasis  on  costs  is  timely  and  important. 

But  why  should  the  Alcohol,  Drug  Abuse, 
and  Mental  Health  Administration  (ADAMHA) 
and  NIMH  be  addressing  such  service  system 
issues,  when  The  Alcohol,  Drug  Abuse,  and 
Mental  Health  Services  (ADMs)  Block  Grant 
has  been  implemented  and  passes  along  most 
of  the  authority  for  the  administration  of  such 
Federal  funds  to  the  States?  It  is  true  that  the 
focus  of  ADAMHA  and  NIMH,  and  of  the  Na- 
tional Institutes  on  Alcohol  Abuse  and  Alco- 
holism and  Drug  Abuse  (NIAAA  and  NIDA)  as 
well,  will  be  more  on  research  than  ever  be- 
fore. Much  research  has  already  focused  on 
mental  health  services,  and  a national  focus  on 
service  system  issues  such  as  costs  and  fi- 
nancing will  undoubtedly  continue.  NIMH  is 
uniquely  placed  to  provide  the  substantive 
leadership  regarding  how  these  issues  are  ad- 
dressed by  bridging  research  activities,  on  the 
one  hand,  and  clinicians,  program  managers, 
and  policymakers,  on  the  other. 

So  it  is  for  these  reasons  that  this  distin- 
guished group  of  researchers  and  Federal  pol- 
icy staff,  from  both  the  legislative  and  the 
executive  branches,  have  come  together  to 
consider  these  cost  issues.  NIMH  believes  that 


the  block  grants  can  be  viewed  as  a nat\iral 
outgrowth  of  the  evolution  of  the  mental 
health  service  system  to  date,  in  which  the 
States  have  played  an  increasing  role  in  sup- 
port of  a diverse  range  of  mental  health  serv- 
ices. Furthermore,  this  conference  is  a natural 
outgrowth  of  NIMH's  new  role  as  primarily  a 
research  organization,  but  with  strong  con- 
tinuing interests  in,  and  abilities  to  address, 
service  system  issues. 

This  conference  heis  three  major  purposes: 

1.  To  highlight  interesting,  important,  and 
at  times  exciting  research  findings  re- 
lated to  the  costs  of  mental  health 
services 

2.  To  facilitate  interaction  among  re- 
searchers and  key  Federal  analysts  and 
policy  staff  regarding  those  findings 

3.  To  provide  a basis  for  further  interac- 
tions related  to  cost  issues,  both  formal- 
ly and  informally,  and  perhaps  similar 
conferences  related  to  other  important 
issues 

NIMH  hsis  no  quick  fixes  or  magic  bullets, 
but  the  interesting,  exciting,  and  at  times  sur- 
prising findings  to  be  shared  here  should  in- 
trigue even  the  skeptics  in  this  group.  The 
presentations  in  this  report  can  be  viewed 
from  the  perspective  of  three  questions: 

1.  What  does  the  mental  health  service  sys- 
tem look  like  today? 

2.  What  kinds  of  mental  health  costs  are  of 
concern? 

3.  What  kinds  of  future  activities  might 
flow  from  this  conference? 
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The  Mental  Health  Service  System 

Most  conference  participants  are  familiar 
with  the  current  structure  and  functioning  of 
mental  health  services  and  of  the  mental 
health  service  system.  It  may  nevertheless  be 
helpful  to  describe  briefly  the  recent  trends  in 
that  system.  Because  the  purpose  of  this  meet- 
ing includes  participants'  getting  to  know  each 
other,  the  work  of  others  will  be  used  liberally 
here.  In  this  case,  an  article  by  Darrel  Regier 
and  Carl  Taube  (1981),  the  director  and  deputy 
director,  respectively,  of  NIMH's  Division  of 
Biometry  and  Epidemiology,  summarizes  seven 
major  trends; 

1.  Declining  role  of  the  State  mental  hos- 
pital 

2.  Changing  locus  of  inpatient  care 

3.  Growth  in  general  hospital  psychiatry 

4.  Increasing  role  of  nursing  homes  in  care 
of  the  mentally  ill 

5.  Growth  in  federally  funded  community 
mental  health  centers 

6.  Growth  of  private  sector  in  providing 
mental  health  services 

7.  Substantial  amoiant  of  mental  health 
care  provided  in  the  health  sector 

As  a result,  the  mental  health  service  sys- 
tem is  diverse,  accessible,  linked  to  and  inte- 
grated with  the  health  and  social  services  sys- 
tems, funded  by  a wide  range  of  public  and 
private  monies,  and  showing  a heavy  emphasis 
on  short-term  ambulatory  care.  The  evolution 
of  this  system,  especially  during  the  late 
1950s,  the  1960s,  and  the  1970s,  has  taken 
services  far  from  the  daj^  when  State  mental 
hospitals  were  the  dominant  choice  (or  non- 
choice) for  care  (or  noncare).  But  the  very 
diversity  of  today's  mental  health  service  sys- 
tem creates  problems  (and  opportunities)  of  its 
own. 


Categories  of  Costs 

A simple  three-part  framework  is  helpful  in 
addressing  various  cost  issues  as  they  relate  to 
various  parts  of  this  complex  service  S3rstem: 

1.  Total  economic  costs  to  society 


2.  Treatment  costs 

3.  Cost-effectiveness  measures 

An  interesting  and  important  aspect  of  most 
of  these  costs  is  that  one  person's  economic 
cost  is  very  often  another  person's  economic 
benefit.  The  question  then  follows,  for  exam- 
ple, of  whether  the  economic  benefit  to  the 
doctor  is  commensurate  with  the  health  ben- 
efit to  the  patient.  These  two  broad  issues 
capture  much  of  what  is  so  complex  and  dif- 
ficult in  health  care.  The  health  care  industry 
is  both  a source  of  income  to  its  practitioners 
and  a source  of  care  for  its  clients,  and  both 
of  these  aspects  are  coming  under  intense 
scrutiny  these  days,  under  the  very  simple  but 
probing  question:  "Are  we  getting  our  money's 
worth?" 

Total  Economic  Costs  to  Society 

Mental  illness  leads  to  costs  of  various  kinds 
that  collectively  are  a drain  on  the  economy. 
In  addition  to  the  obvious  costs  of  treating  the 
mentally  ill,  costs  also  result  from  the  inabil- 
ity of  the  mentally  ill  to  be  fully  productive 
members  of  society.  Finally,  there  are  other 
related  costs,  such  as  costs  to  family  and 
friends,  non-health-sector  costs  (such  as 
transportation,  welfare  administration,  prop- 
erty loss,  criminal  activity),  and  the  like. 
Adding  these  three  sets  of  costs  together — 
treatment  costs,  lost  productivity,  and  other 
related  costs — leads  to  some  very  large 
numbers. 

For  example,  a recently  completed  study 
funded  by  ADAMHA  and  conducted  by  the 
Research  Triangle  Institute  (RTI)  has  esti- 
mated that  the  total  economic  costs  to  society 
of  alcohol  and  drug  abuse  and  mental  disorders 
in  1977  totaled  about  $106  billion  (Cruze  et  al. 
1981).  For  mental  disorders  alone,  the  esti- 
mate was  about  $40  billion.  A study  by  Parin- 
ger  and  Berk  (1977),  using  a very  different 
methodology  that  did  not  take  into  account  all 
of  the  factors  in  the  RTI  study,  estimated  the 
total  economic  costs  to  society  of  all  illnesses 
in  1975  at  about  $238  billion. 

One  might  easily  respond  to  such  large  num- 
bers with  disbelief.  But  these  studies  may  well 
underestimate  the  total  costs.  The  RTI  study, 
for  example,  was  intentionally  conservative  in 
its  estimates  both  of  lost  productivity  due  to 
mental  illness  and  of  alcohol-related  illnesses 
in  hospitals  (both  due  to  estimating  difficul- 
ties). With  respect  to  drug  abuse,  no  estimate 
at  all  of  the  immense  amount  of  stolen  prop- 
erty or  drug  sales  was  included,  because  econ- 
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omists  view  these  costs  as  transfer  costs  and 
not  as  economic  losses  to  the  society.  Illicit 
drug  sales  alone,  however,  have  bpen  esti- 
mated to  be  in  the  tens  of  billions  of  dollars, 
perhaps  as  high  as  $80  billion  per  year. 

Concern  about  these  total  cost  estimates  is 
valid,  because  they  give  a rough  gauge  of  the 
overall  impact  on  the  economy  of  a specific 
disorder.  In  addition,  as  sophistication  in- 
creases in  our  ability  to  properly  conceptu- 
alize and  estimate  costs  and  their  components, 
understanding  will  grow  of  the  overall  inter- 
action of  the  disorders  and  the  economy,  from 
a variety  of  perspectives.  The  RTI  study  builds 
on  previous,  separately  conducted  stiidies  of 
the  total  costs  of  alcohol  and  drug  abuse  and 
mental  disorders,  and  is  the  first  such  study  to 
conform  to  the  Public  Health  Service  guide- 
lines for  cost  of  illness  studies,  developed  un- 
der the  leadership  of  Dorothy  P.  Rice,  Uni- 
versity of  California,  San  Francisco. 

Treatment  Costs 

Treatment  costs  can  be  studied  from  three 
perspectives:  total  treatment  costs,  episode 
costs,  and  unit  costs.  Total  treatment  costs 
are  all  the  costs,  in  this  case,  of  the  mental 
health  service  system- -estimated  by  the  RTI 
study  to  be  about  $18  billion  in  1977.  'Lhis  is 
the  total  of  all  the  inpatient  and  outpatient 
care  provided  by  clinics  and  hospitals  (whether 
State,  general,  or  private),  all  the  drugs,  all 
the  rehabilitation  and  counseling,  home  health 
care,  and  nursing  home  care  related  primarily 
to  mental  disorders  and  the  like.  Again:  a very 
large  number.  Unfortunately,  no  set  of  annual 
estimates  of  total  mental  health  treatment 
costs  allows  comparison  of  the  growth  of  the 
dollar  value  of  all  mental  health  services  with 
the  growth  of  the  dollar  value  of  the  larger  set 
of  all  health  care  services,  for  which  such 
figures  do  exist. 

The  length  of  the  average  episode  of  mental 
health  treatment  has  declined  greatly,  how- 
ever, and  for  many  of  the  therapies,  the  av- 
erage cost  per  episode  has  declined.  These 
episode  and  unit  costs  are  referred  to  in  dis- 
cussions of  inflation  and  are  of  great  rele- 
vance to  insurance  companies  and  individual 
patients.  NIMH  has  made  substantial  progress 
in  helping  the  field  define  cost  units,  espe- 
cially through  a study  of  unit  and  episode  costs 
conducted  for  the  Institute  by  Macro  Systems 
(Morrison  1979).  No  definitive  cost  data  were 
developed  by  that  study,  but  it  extensively 
analyzed  the  difficulties  of  developing  such 
measures  in  a highly  diverse,  multiply  funded 
service  system. 


More  recently,  under  the  leadership  of  Jack 
Burton  and  Tim  Carr  in  the  NIMH  Office  of 
Program  Development  and  Analysis,  the  In- 
stitute has  worked  closely  and  collaboratively 
with  the  Health  Care  Financing  Administra- 
tion (HCFA)  and  with  the  Office  of  the  As- 
sistant Secretary  for  Health  (OASH)  in  a major 
multiyear  demonstration  of  new  Medicare 
funding  methods  for  community  mental  health 
centers  and  partial  hospitalization  settings. 
This  demonstration,  which  is  now  operational 
and  will  continue  for  a couple  more  years,  is 
designed  to  test  out  expanded  Medicare  bene- 
fits for  a wider  range  of  mental  health  serv- 
ices provided  by  a wider  range  of  mental 
health  practitioners.  In  addition,  the  demon- 
stration will  develop  unit  and  episode  cost 
data,  as  well  as  utilization  and  total  cost  data, 
as  a basis  for  assessing  the  feasibility  and  de- 
sirability of  certain  changes  in  Medicare  reim- 
bursement practices.  It  is  an  exciting  and  im- 
portant venture  that  should  add  to  knowledge 
about  costs  and  utilization.  NIAAA  has  also 
worked  closely  with  HCFA  in  the  development 
of  a demonstration  of  expanded  Medicare  and 
Medicaid  coverage  for  new  kinds  of  services 
that  feature  nonphysician  personnel  in  deci- 
sionmaking capacities  regarding  the  need  for 
and  provision  of  alcoholism  services  in  clinic 
settings. 

Cost-Effectiveness  Measures 

The  last  major  category  of  costs,  cost- 
effectiveness  measures,  is  "where  the  rubber 
meets  the  road."  This,  to  many,  is  the  most 
interesting  and  important  of  all  the  cost  is- 
sues. It  gets  to  the  heart  of  the  question  men- 
tioned earlier:  Are  we  getting  our  money's 
worth?  Unfortunately,  it  is  also  the  most 
difficult  measure  to  obtain.  It  combines  the 
already  noted  difficulties  of  generating  ade- 
quate unit  and  episode  costs  with  a new  set  of 
difficulties  related  to  outcome  measures.  And 
there  are  many  outcome  measures:  mental 
health  status,  social  functioning  (e.g.,  in  home, 
school,  or  job),  or  economic  aspects  (e.g.,  dis- 
ability costs,  medical  care  costs). 

One  set  of  cost-effectiveness  studies  has 
received  wide  attention  recently--the  so- 
called  cost-offset  studies,  or  mental  health  or 
ADM  impact  studies.  ADAMHA  analyst  Ken 
Jones  and  this  author  have  coauthored  a re- 
view published  in  Medical  Care  (1979)  of  25 
such  studies  in  an  effort  to  narrow  the  debate 
that  was  then  going  on  as  to  whether  a reduc- 
tion of  subsequent  medical  care  costs  result- 
ed from  mental  health  (or  alcohol  or  drug 
abuse)  treatment. 
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Work  in  this  whole  offset  or  impact  area 
demonstrates  how  NIMH  and  ADAMHA  staff, 
working  with  outside  researchers  in  an  effort 
to  address  major  policy-relevant  questions, 
can  make  major  contributions  both  to  research 
and  to  policy  development.  NIMH  staff  have 
made  and  continue  to  make  important  re- 
search contributions  to  this  question.  The 
ADAMHA  staff  were  able  to  review  and 
critique  the  existing  body  of  research  so  that 
existing  findings  could  be  properly  qualified 
and  future  and  better  research  might  be 
stimulated.  The  basic  conclusions  of  this 
review,  by  the  way,  were  that  the  available 
research  did  in  fact  find  that  under  some 
conditions  an  often  significant  reduction  in 
medical  care  followed  mental  health  care. 
Most  of  the  research,  however,  was  not 
definitive  in  design,  and  more  research,  of  a 
more  stringently  designed  nature,  was  there- 
fore called  for. 

Following  the  publication  of  the  Medical 
Care  review,  and  response  to  thousands  of 
requests  for  copies,  ADAMHA  sponsored  a 
conference  in  late  1980  of  outside  researchers 
and  Federal  staff  for  the  purpose  of  attempt- 
ing to  sharpen  the  focus  on  promising  areas  of 
future  research.  That  conference  was  suc- 
cessful in  meeting  its  goal,  and  numerous  new 
studies  and  doctoral  dissertations  are  now 
considering  various  aspects  of  the  impact 
question. 

There  does  indeed  appear  to  be  an  "offset" 
for  some  patients  sometimes,  but  the  inter- 
esting question  for  future  research  is:  "Under 
what  conditions"  (for  example,  in  what  set- 
tings, for  what  patients,  with  what  treatment 
modalities  and  practitioners)?  The  question  of 
whether  mental  health  care  can  cause  a re- 
duction of  needed  medical  care  is  at  once  a 
philosophical,  biomedical,  psychological,  psy- 
chiatric, and  economic  question  of  profound 
significance.  Numerous  studies  have  identified 
the  medical  benefits  of  various  kinds  of  men- 
tal health  therapies  for  patients  suffering 
from  heart  disease,  asthma,  kidney  disease, 
broken  femurs,  spinal  ailments,  severe  bums, 
and  brecLst  cancer.  These  are  not  just  studies 
of  the  psychosomatic  causes  of  physical  dis- 
orders; they  also  focus  on  the  possible  or  ac- 
tual therapeutic  benefits  of  mental  health 
therapies  for  phjrsically  ill  patients.  Most  of 
these  studies  are  not  definitive,  but  they  cer- 
tainly do  warrant  further  attention. 

Implications  for  the  Future 

NIMH  and  ADAMHA  obviously  have  already 
been  involved  in  a wide  variety  of  efforts  re- 


lated to  the  economics  and  costs  of  mental 
illness  and  mental  health  services.  Summariz- 
ing these  efforts  and  the  needs  they  suggest 
seems  an  appropriate  conclusion. 

Accomplishments 

• General  (all  conducted  by  the  Division  of 
Biometry  and  Epidemiology) 

- Surveys  and  special  studies 

- Mental  Health  Economies  Conferenee 
(12/79) 

- Mental  Health  Economics  Branch  and 
grant  program 

• Costs  to  society 

- Separate  ADM  studies 

- Combined  study  by  RTI 

• Treatment  costs 

- Macro  Systems  study  of  unit  and  epi- 
sode costs 

- Mental  health  Medicare  demonstration 

• Cost-effectiveness  measures 

- Various  treatment  assessment  studies 
and  literatiire  reviews 

- ADM  impact  paper  (12/79) 

- ADM  Impact  Conference  (10/80) 


Needs 

• Costs  to  society 

- Improved  conceptualization  and  anal- 
ysis of  cost  components  and  their 
interactions 

• Treatment  costs 

- Continued  implementation  of  mental 
health  and  alcohol  demonstrations,  in 
collaboration  with  HCFA  and  the  Of- 
fice of  the  Assistant  Secretary  for 
Program  Evaluation  (ASPE) 

• Cost-effectiveness  measures 

- Continued  funding  of  and  substantive 
involvement  in  discussions  about  a wide 
variety  of  treatment  assessment  re- 
search 

- Regarding  the  ADM  impact  phenome- 
non, focus  of  future  research  on  more 
specific  diagnostic  categories,  treat- 
ment modalities,  settings,  and  practi- 
tioners 

All  of  this  argues  for  all  of  us  in  the  field  to 
continue  to  refine  our  tools,  our  findings,  and 
our  levels  of  specificity. 
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Chapter  3 


Implications  of  Cost-Benefit  Research  in  Mental  Health  Settings 


Steven  S.  Sharfstein,  M.D. 
Judith  Katz- Levy,  Ph.D. 


This  chapter  examines  the  research  on 
cost-benefits  of  alternative  settings  for  men- 
tal health  caire  and  policy  options  for  mental 
health  services  in  the  shift  of  who  pays  for 
care.  Regardless  of  the  evidence  for  effec- 
tiveness of  specific  treatments,  decisions  ais  to 
the  most  appropriate  setting  for  care  have 
major  cost  consequences,  and  the  shift  in 
treatment  setting  has  changed  dramatically  in 
the  past  25  years.  The  number  of  State  hos- 
pital beds  hais  decreeised  by  more  them  50 
percent,  short-term  general  hospital  beds  have 
increzised  by  30  percent,  and  day  treatment 
2ind  outpatient  care  have  expanded  400 
percent. 

The  reeisons  for  this  extraordinary  change  in 
the  mental  health  service  system  are  multi- 
factorial and  interacting,  and  include  not  only 
the  introduction  of  new  treatments,  but  also 
notions  of  better  cost-effectiveness  of  less 
restrictive,  community-based  care:  financial 
opportunities  through  third-party  insurance, 
public  and  private;  and  legal  views  on  the  le- 
gitimate ci^^  rights  of  patients. 

Chapter  3 also  looks  at  cost-benefit  re- 
search from  a methodological  2ind  substantive 
view,  which  claims  that  care  in  different 
settings  for  similar  patients  leads  to  cost- 
offsets  and  can  yield  financial  dividends  to  the 
treatment  system  and  society.  It  is  on  the 
basis  of  such  services  research  that  rational 
public  policy  czin  consider  necessary  further 
changes  in  an  economic  climate  of  a shrinking 
financial  pie,  inflation,  and  shifts  in  who  pays 
for  care — that  is,  in  responsibility  from  Fed- 
ereil  to  State  treasuries  and  from  public  to 
private  sources  of  funding. 

A number  of  studies  have  begun  to  assess 
the  impact  of  new  service  delivery  settings 
from  different  perspectives.  These  perspec- 
tives have  ranged  from  the  viability  of  variotis 
settings  such  as  day  treatment  and  community 
alternatives  to  traditional  inpatient  (24-hovir) 


hospital  care,  all  the  way  to  cost-benefit 
analyses  of  day  treatment  and  community 
alternatives. 


Day  Treatment  as  an  Alternative  Setting 

In  1964,  Zwerling  and  Wilder  conducted  a 
study  of  189  psychiatric  patients  assigned  in 
random  fashion  from  the  admitting  room  of  a 
general  hospital  to  a day  hospital.  Tn  the  group 
admitted  to  the  day  hospital,  three- fifths 
were  treated  without  a transfer  to  the  24-hour 
service,  and  two-thirds  without  a transfer  or 
with,  at  most,  a 1-  or  2-day  transfer. 

In  1974,  Sheehan  and  Atkinson  concluded 
that  the  system  of  providing  community-based 
care  with  State  hospital  backup  is  a significant 
bargain  for  State  ftinding  authorities.  Penk  and 
coworkers  in  1978  also  found  that  partial  hos- 
pitalization is  an  attractive  alternative  to 
inpatient  psychiatric  hospitalization.  Studies 
confirming  the  usefulness  of  day  treatment  as 
an  alternative  setting  were  expanded  upon  by 
Weishbum  and  colleagues  (1976),  whose  work 
specifically  addressed  cost-benefit  issues. 

Washburn  et  al.  reported  on  their  study  of 
59  seriotisly  ill  female  psychiatric  patients 
who  were  randomly  assigned,  after  2 to  6 
weeks  of  inpatient  evaluation,  to  an  inpatient 
or  day  service.  These  patients  were  evaluated, 
along  with  a control  group  of  34  "usual"  day 
hospital  patients,  for  up  to  24  months.  The 
data  indicated  that  for  the  range  of  patients 
studied,  day  treatment  wais  superior  to  in- 
patient treatment  in  five  distinct  areas:  sub- 
jective distress,  community  functioning,  fam- 
ily burden,  total  hospital  cost,  and  days  of 
attachment  to  the  hospital  program. 

Another  study  of  the  cost-benefit  of  day 
treatment  vs,  inpatient  treatment  in  the  de- 
livery of  mental  health  services  v/as  conducted 
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by  Guillette  and  colleagues  in  1978.  The  study 
included  31  patients  who  otherwise  would  have 
been  hospitalized;  most  had  histories  of  severe 
psychiatric  disorders  and  extensive  treatment. 
Using  the  measure  that  the  day  hospital  pa- 
tients would  have  been  in  inpatient  treatment 
for  the  same  number  of  days,  the  authors  es- 
timated that  the  use  of  day  treatment  saved 
the  insurer  more  than  $255,000.  However,  the 
lack  of  a control  group  is  a serious  limitation 
to  the  general izability  of  the  authors'  conclu- 
sions in  this  particular  sttidy. 


Alternative  Community  Settings 

A number  of  significant  studies  have  indi- 
cated the  usefulness  of  alternative  commimity 
settings  in  comparison  with  traditional  in- 
patient psychiatric  care.  In  a 1971  followup 
study,  Langsley  and  coworkers  contacted  300 
patients  who,  originally  requiring  immediate 
hospitalization,  had  been  randomly  assigned  to 
outpatient  family  crisis  therapy  (FCT)  or  ad- 
mitted to  a university  psychiatric  hospital. 
Posttreatment  followup  showed  that  patients 
treated  without  admission  were  less  likely  to 
be  hospitalized  after  treatment  and  that  their 
hospitalization  was  significantly  shorter.  At 
both  6 and  18  months,  FCT  patients  were  do- 
ing as  well  as  the  hospitalized  patients  on  two 
measures  of  social  adaptation  and  were  man- 
aging crises  more  efficiently. 

Davis  and  associates  (1972)  reached  similar 
conclusions  in  their  study  of  alternative  home 
care  settings.  Tn  this  study,  acutely  psychotic 
schizophrenics  were  randomly  assigned  to  one 
of  three  groups:  an  experimental  group  of  pa- 
tients home  on  drugs  and  public  health  nursing 
care,  and  two  control  groups — one  receiving 
placebo  and  public  health  nursing  care  and  the 
other  receiving  State  hospital  care.  For  a 30- 
month  period,  the  authors  demonstrated  that 
more  than  three-quarters  of  the  experimen- 
tal group  could  be  successfully  maintained  at 
home. 

The  benefits  of  alternative  community  care 
were  further  explored  in  a study  conducted  by 
Levenson  and  colleagues  (1977).  Levenson's 
group  designed  a study  to  test  the  hypothesis 
that  acutely  schizophrenic  patients  treated  for 
a brief  period  per  day  in  a specially  designed 
city-county  hospital  outpatient  clinic  could 
remit  as  frequently,  rapidly,  and  economically 
as  a similar  group  managed  on  the  ward  of  the 
same  hospital.  TTie  results  of  the  study  per- 
mitted acceptance  of  the  hypothesis.  The  au- 
thors report  that  90  percent  of  the  clinic  pa- 
tients remitted  in  a median  time  of  12.5  days. 


2LS  opposed  to  70  percent  of  the  ward  patients 
remitting  in  a median  time  of  19.5  days  and 
for  approximately  six  times  the  cost. 

A more  complex  cost-benefit  study  was  re- 
ported on  in  1974  by  Smith  and  colleagues.  The 
authors  concluded  from  a 4-year  comparative 
study  of  all  seriously  distiarbed  persons  from  a 
10-county  area  who  were  hospitalized  for  the 
first  time  that:  The  community  mental  health 
center  group  had  fewer  days  hospitalized,  less 
disability,  less  total  cost  per  patient  and  per 
capita,  as  well  as  a lower  cost-benefit  ratio 
than  traditional  State  hospitals.  Likewise, 
Murphy  and  Datel,  in  a 1976  study,  showed 
significant  cost  savings  in  community- based 
care  vs.  institutional  living. 

While  all  of  these  cost-benefit  studies  in- 
dicate significant  advantages  to  providing  care 
in  community  settings,  additional  studies 
should  give  particular  attention  to  research 
design  and  methodology  for  future  replication. 
One  such  study  that  may  serve  as  a model  in 
this  regard  is  the  NIMH- supported  work  of 
Weisbrod,  Test,  and  Stein.  This  st\ady  showed 
that: 

• A community  treatment  program,  when 
compared  with  short-term  hospitalization 
and  aftercare,  greatly  reduced  the  need 
to  hospitalize  and  enhanced  adjustment  of 
patients  in  the  community  (Stein  and  Test 
1980). 

• A cost-benefit  analysis,  in  which  the 
community  treatment  program  added  to 
the  benefits  and  costs  compared  with  the 
hospital-based  program,  but  where  the 
added  benefits  greatly  outweighed  costs, 
resulted  in  a per-patient  cost  of  nearly 
$400  more  per  year  in  the  community 
program  (Weisbrod  et  al.  1980). 

• When  the  community  program  was  dis- 
continued, many  of  these  gains  deterio- 
rated and  the  use  of  hospitalization  often 
increzised  sharply  (Test  and  Stein  1980). 

The  work  of  Test,  Stein,  and  Weisbrod  should 
be  examined  both  substantively  and  method- 
ologically. It  is  one  model  for  additional  stud- 
ies that  can  shed  light  on  the  key  issues  for 
public  policy  debate. 

Public  and  Private  Systems — Can  They  Be 
Merged? 

An  innovative,  radical  solution  to  the  care 
of  the  chronically  mentally  ill,  the  most  costly 
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patients,  has  been  prepared  by  former  Com- 
missioner Okin  of  Maissachusetts.  He  proposes, 
for  a variety  of  clinical,  economic,  and  hu- 
mane reasons,  that  State  hospitals  be  com- 
pletely replaced  with  a very  different  kind  of 
three-tiered  system  of  care,  funded  through  a 
public/private  partnership.  This  proposal 
should  be  closely  examined  on  its  merits,  its 
basis  in  cost-benefit  research,  and  as  a read- 
istic  alternative  in  the  face  of  declining 
resources. 


Questions  for  Policymakers  and  Researchers 

Cost- benefit  and  cost-effectiveness  anal- 
ysis is  a tool  used  by  public  policymakers  to 
make  resource  decisions  when  the  private 
market  fails  to  allocate  resources  well.  It  has 
had  limited  usefulness  to  the  mental  health 
field  in  the  past.  Major  resource  decisions  such 
as  that  to  deinstitutionalize  patients  from 
State  institutions  into  community  programs 
have  been  made  less  on  the  basis  of  cost- 
benefit  research  and  more  on  purely  cost  con- 
siderations. What  is  the  role  for  cost-effec- 
tiveness and  costbenefit  studies  in  the  1980s 
to  help  the  policymaker  in  the  effort  to  de- 
regulate and  provide  for  private  market  in- 
centives? What  are  the  essential  considera- 
tions in  the  design  of  such  studies,  especially 
those  that  take  into  account  the  "real  world," 
with  its  many  intervening  variables  that  are 
extremely  difficult  to  control?  Given  this  era 
of  cost  containment,  how  useful  is  research  in 
the  least  costly  setting  when  benefits  or  ef- 
fects are  so  difficult  to  quantify? 

To  what  extent  can  cost-benefit  method- 
ological as  well  as  substantive  findings  in  the 
general  health  services  research  field  be  ap- 
plied to  the  mental  health  field?  Should  NIMH 
proceed  from  the  perspective  of  close  evalu- 
ation of  alternative  methods  of  financing 
services,  allowing  the  market  to  determine 
settings  and  providers  through  constimer 
demand? 

And  finally,  given  the  limited  data  base, 
should  NIMH  pursue  a more  fundamental 
change  in  the  mental  health  service  delivery 
system  by  shifting  the  direct  provision  of 
service  to  both  acute  and  chronic  patients 
from  the  State  government  to  the  private 
sector? 
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Chapter  4 


Costs  and  Benefits  of  Community  Versus  Hospital  Treatment 


Mary  Ann  Test,  Ph.D. 
Leonard  I.  Stein,  M.D. 


A longstanding  commitment  to  the  chron- 
ically mentally  ill  and  cost  containment  in 
health  care  resulted  in  our  analyzing  cost- 
benefit  and  mental  health  settings.  This  chap- 
ter discusses  our  research — conducted  during 
the  mid-1970s  in  Wisconsin-- with  Burt 
Weisbrod,  a health  economist. 

The  purpose  of  this  research  was  to  develop 
and  evaluate  a new  model  for  treating  the 
chronically  mentally  ill — persons  suffering 
mental  health  problems  that  are  both  severe 
and  persistent.  In  fact,  they  are  so  disabling 
that  most  of  these  folks  have  a very  difficult 
time  living  in  the  community  independently.  A 
new  model  was  indicated  simply  because  the 
existing  model  weisn’t  working  very  well;  the 
new  model  involved  a major  change  in  shifting 
the  primary  site  of  treatment  for  these  pa- 
tients from  hospital  care  to  community  care. 

The  traditional  model  of  treatment  for  the 
chronically  mentally  ill  today  is  not  long-term 
institutional  care  (spending  years  and  years  in 
hospitals),  but  rather  living  in  a community, 
being  hospitalized  for  a relatively  brief  period 
of  time  (1  to  5 or  6 months)  if  a severe  episode 
occurs,  and  then  being  discharged  to  the  com- 
munity again  to  receive  some  kind  of  minimal 
community  aftercare.  This  might  include  get- 
ting medications  from  a community  clinic  sind 
receiving  outpatient  psychotherapy.  The  phi- 
losophy behind  this  model  is  that  severe  symp- 
toms are  treated  best  in  the  hospital,  often 
through  medication;  the  hospital  also  can  be 
used  to  prepare  patients  for  community  living. 
Proponents  of  this  model  believe  that  indivi- 
duals can  be  taught  social  skills  (better  ways 
of  relating  to  people)  in  the  hospital,  as  well 
as  coping  and  even  employment  skills.  Recog- 
nition appears  to  be  widespread  that  some  kind 
of  commxjnity  aftercare  is  needed,  but  often 
this,  too,  is  provided  in  a fairly  traditional  way. 


Research,  ours  included,  shows  that  the 
above  described  conventional  approach  is  not 
working  very  well.  Indeed,  patients  do  make 
significant  gains  in  the  hospital.  They  do  get 
over  a lot  of  their  severe  symptoms.  But  they 
don't  do  very  well  when  they  get  out  in  the 
community,  and  such  patients  rotate  back  to 
the  hospital  very  quicldy.  As  many  as  50  per- 
cent of  patients  may  come  back  to  the  hos- 
pital within  1 year  after  discharge.  In  addition, 
the  quality  of  their  lives  is  sometimes  very 
poor,  characterized  by  marginal  living  con- 
ditions, dysfunction,  unemployment,  loneli- 
ness, and  isolation.  Continued  recycling  into 
and  out  of  hospitals  makes  this  an  expensive 
model  as  well. 

The  Test/Stein/Weisbrod  team  decided  that 
a different  model  of  care  involving  the  com- 
munity as  the  primary  locus  of  treatment 
might  be  more  effective.  This  is  because  the 
community  was  where  patients  were  having 
trouble;  thus,  mental  health  resources  were 
moved  into  the  community. 

The  team  also  reconceptualized  these  per- 
sons' disabilities  zind  viewed  them  as  long- 
term, severe  handicaps.  Unfortunately,  the 
state  of  knowledge  in  mental  health  today 
does  not  include  a ciire  for  these  disabilities. 
They  are  similar  to  diabetes,  to  severe  phj^- 
ical  limitations.  But  with  extra  supports  in  the 
community,  it  seemed  that  persons  with  these 
disabilities  could  have  a decent  quality  of  life. 

Intensive  help  in  the  community  should 
erase  the  need  to  go  back  to  the  hospital  often 
as  well.  This  community-based  help  was  se- 
cured by  moving  an  interdisciplinary  staff  of 
15  people  from  the  State  hospital  out  into  the 
community.  The  staff  worked  out  of  a rented 
office  in  downtown  Madison.  Staff  members 
were  available  7 days  a week  to  patients,  from 
7:00  a.m.  to  11:00  p.m.  Someone  was  on  call 
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during  the  night  to  handle  crises.  Staff  mem- 
bers didn't  sit  in  their  offices  waiting  for  pa- 
tients to  come  to  them;  they  went  out  to 
where  patients  were  living  and  working  and 
gave  them,  in  a sense,  extra  help,  extra  sup- 
ports in  the  community. 

The  treatment  focused  on  three  major 
points.  First,  people  were  helped  to  meet  their 
basic  needs-  finding  adequate  housing  and  se- 
curing proper  diets  and  supplies.  Second,  the 
staff  concentrated  on  reducing  people's  men- 
tal health  problems,  using  medications  and 
psychological  support  as  appropriate.  Third, 
patients  received  opportunities  for  psycho- 
social rehabilitation — training  in  work  skills, 
hunting  for  jobs,  even  literally  going  on  the  job 
with  people.  One  team  member  went  to  the 
Oscar  Mayer  plant  and  cut  meat  for  a day 
alongside  a client  who  was  scared  and  nervous 
on  his  first  day  on  the  job. 

This  core  team — the  replaced  hospital  staff 
team— provided  many  community  services  but 
also  linked  clients  with  other  agencies  such  as 
those  sponsoring  sheltered  workshops  and  spe- 
cial housing  arrangements.  The  hospital  re- 
tained a part  in  this  system,  but  its  role  was 
diminished.  Someone  needing  extreme  medical 
care  or  high  doses  of  medication  might  have 
been  hospitalized,  but  only  for  a couple  of 
days,  and  would  then  have  been  returned  to 
the  community. 

NIMH  has  termed  this  kind  of  system  a 
community  support  system  model  of  care. 
Many  variations  exist,  including  day  treatment 
and  psychosocial  rehabilitation  centers,  but 
the  basic  theme  remains  the  same — that 
chronic  patients  are  vulnerable  people  who 
need  special  kinds  of  supports  in  the  com- 
munity. 

The  purpose  of  the  Wisconsin  research  was 
to  see  if  this  new  model  works  better  for 
chronically  mentally  ill  persons  than  does  the 
traditional  model  of  hospital  care  plus  minimal 
community  aftercare,  l^en  patients  came  to 
the  local  State  hospital  in  Madison  seeking 
admission,  they  were  randomly  assigned  to  two 
groups.  Selection  for  a group  was  strictly  by 
chance. 

One  group  of  patients  went  into  the  control 
group  and  received  the  usual  treatment  that 
other  patients  coming  to  State  hospitals  re- 
ceive. That  is,  they  were  admitted  to  the  hos- 
pital for  a short  period  of  time,  only  1 or  2 
months,  treated  there,  and  then  discharged  to 
a minimal- input  community  aftercare  system. 

The  second  group  of  patients  were  not  ad- 
mitted to  the  hospital  but  were  taken  back  to 
the  commionity,  where  they  received  intensive 
help  from  the  core  staff  working  in  the  com- 


munity. Housing  was  the  first  need  addressed; 
individuals  were  placed  in  apartments,  rooms, 
or  occasionally  special  living  situations.  Staff 
members  worked  intensively  with  the  patients, 
every  day  at  first  and  then  perhaps  twice  a 
week,  in  the  areas  already  described. 

To  zissess  the  relative  merits  of  the  two 
models,  an  independent  research  staff  in- 
terviewed clients  in  the  hospital  and  in  the 
community  group  on  a variety  of  outcome 
measures  every  4 months  for  a period  of . 28 
months.  A side  comment  here  about  bene- 
fit-cost analysis  methodology  might  be  help- 
ful. If  these  studies  are  going  to  be  useful  to 
policymakers,  outcomes  must  be  viewed  com- 
prehensively. In  other  words,  all  the  out- 
comes--all  the  costs  and  all  the  benefits 
involved-  -must  be  studied. 

Two  major  categories  of  outcomes  are  of 
special  interest  in  mental  health  research. 
Mental  health  benefits  or  clinical  outcomes 
indicate  which  model  is  better  for  patients. 
Economic  cost  and  benefit  outcomes  suggest 
which  model  is  most  advantageous  for  tax- 
payers. It  would  be  nice  if  the  treatment  pro- 
grams that  were  best  for  patients  were  also 
best  for  taxpayers.  Unfortunately,  this  some- 
times is  not  the  case,  and  the  role  of  re- 
searchers becomes  providing  all  the  relevant 
information  to  policymakers,  who  must  then 
make  the  hard  decisions. 

The  patients  in  this  sttidy  had  not  spent 
years  in  hospitals,  but  rather  typified  the  "new 
generation"  of  chronic  patients — people  who 
rotate  in  and  out  of  hospitals  and  do  very 
poorly  when  they  are  in  the  community.  The 
average  age  was  31,  55  percent  were  males, 
and  73  percent  were  currently  unmarried. 
They  averaged  five  previous  hospitalizations, 
with  an  average  previous  accumulated  time  in 
hospitals  of  14.5  months.  Patients  with  a pri- 
mary diagnosis  of  drug  or  alcohol  abuse  were 
excluded. 

Training  in  Community  Living  (TCL)  was  the 
name  given  to  the  new  community  treatment 
program.  The  team  compared  the  TCL  group 
(E  = experimental  on  table  1)  with  the  control 
group  and  subtracted  C from  E to  show  the 
advantage  of  one  or  the  other.  A control  group 
advantage  is  a minus  number. 

Clinically,  the  first  variable,  time  in  insti- 
tutions, speaks  to  the  feasibility  of  this  model. 
It  was  possible  to  treat  severely  disturbed 
people,  who  otherwise  would  have  been  treat- 
ed in  the  hospital,  out  in  the  community.  Only 
12  of  the  65  patients  in  the  community  group 
had  to  be  hospitalized  at  all  during  the  first 
year,  and  the  average  length  of  stay  for  the 
group  was  only  2 days  of  hospital  time.  For 
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Table  1. -Costs  and  Benefits  per  Patient  in  Experimental  (E)  and  Control  (C)  Groups  for  12  Months  After  Admission 


Category 

C 

Group 

E 

E-C 

Costs 

1.  Direct  treatment  costs 
A.  Mendota  Mental  Health  Institute  (MMHI) 

Inpatient 

$3,096 

$ 94 

$-3,002“ 

Outpatient 

42 

0 

-42* 

B.  Experimental  Center  Program 

0 

4,704 

4,704t 

Total 

$3,138 

$4,798 

$ 1,660t 

II.  Indirect  treatment  costs 
A.  Social  service  agencies 
1,  Other  hospitals  (not  MMHI) 

University  hospitals 

$ 147 

$ 239 

$ 92“ 

Madison  General  Hospital 

417 

87 

-330“ 

St  Mary  s Hospital 

152 

17 

-135 

Methodist  Hospital 

220 

39 

-181 

Out-of-town  hospitals 

808 

264 

-544“t 

Total 

$1,744 

$ 646 

$-1,098 

2.  Sheltered  workshops 

(Madison  Opportunity  Center  Inc  and  Goodwill  Industries) 

$ 91 

$ 870 

$ 779“t 

3.  Other  community  agencies 

Dane  County  Mental  Health  Center 

55 

50 

-5 

Dane  County  Social  Services 

41 

25 

-16“ 

State  Department  of  Vocational  Rehabilitation 

185 

209 

24!) 

Visiting  Nurse  Service 

0 

23 

23“ 

State  Employment  Service 

4 

3 

-1 

B.  Private  medical  providers 

22 

12 

-10!' 

Total 

$2,142 

$1,838 

$ -304:- 

III.  Law  enforcement  costs 

A.  Overnights  in  jail 

$ 159 

$ 152 

$ -7t 

B.  Court  contacts 

17 

12 

-5t 

C.  Probation  and  parole 

189 

143 

-46 

D Police  contacts 

44 

43 

-It 

Total 

$ 409 

$ 350 

in 

1 

IV.  Maintenance  costs 
A.  Cash  payments 

1.  Governmental  (including  administration) 

Social  Security  (supplemental  security  income,  retirement, 
disabili'y) 

survivors  and 

$ 557 

269 

$-288“ 

Aid  for  Dependent  Children 

446 

167 

-279“ 

Unemployment  Compensation 

19 

55 

36  = 

Welfare 

33 

43 

10 

Other  costs  (including  supervised  residences) 

43 

0 

-43“ 

Total 

$1,098 

$ 534 

$ -564t 

2.  Private 

102 

197 

95  = 

3.  Experimental  Center  payments 

0 

202 

202-f 

4.  Patient  payments 

B.  In  kind  food  and  lodging  costs,  by  source 

1.  Private  (from  family,  Salvation  Army,  etc) 

287 

102 

-185 

2.  Government  and  Experimental  Center 

0 

0 

0 

Total  Measured  Maintenance  Costs 

$1,487 

$1,035 

$ -452t 

V.  Family  burden  costs 

A.  Lost  earnings  due  to  patient 

$ 120 

$ 72 

-48““tr 

B.  Other  costs  (see  VI, 

physical  illness  and  emotional  strain) 

Total  Costs  lor  Which  Monetary 

Estimates  Have  Been  Made 

$7,296 

$8,093 

$ 797-; 

VI.  Other  family  burden  costs 
A.  See  V.  lost  earnings 

B.  No,  of  families  reporting  physical  illness  due  to  patient 

25 

14 

-11““ 

C.  Percent  of  family  members  experiencing  emotional  strain  due  to  patient 

48 

25 

-23  ““tt 

VII.  Burdens  on  other  people  (eg.  neighbors,  co-workers) 

VIII.  Illegal  activity  costs,  average 

A.  No.  of  arrests 

1 0 

0 8 

-0  2 = 

B,  No  of  arrests  for  felony 

0,2 

0 2 

0 0 = 

IX.  Patient  mortality  costs  (%  of  group  dying  during  year) 

A.  Suicide 

1.5 

1.5 

0 0 

B.  Natural  causes 

0 0 

4,6 

4 6 

Benefits 

1.  Earnings!)!) 

A.  From  competitive  employment 

$1,136 

$2,169 

$ 1,033“  = 

B.  From  sheltered  workshops 

32 

195 

163“  = 

Total  Benefits  for  Which  Monetary 

Estimates  Have  Been  Made 

$1,168 

$2,364 

$ 1,196+ 
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Table  1— Costs  and  Benefits  per  Patient  in 

Experimental  (E)  and  Control  (C)  Groups  (or  12  Months  After  Admission  (cont) 

Group 

Category 

c 

E 

E-C 

Benefits 

II  Labor  market  behavior 

A Days  of  competitive  employment  per  year 

77 

127 

50  = 

0 Days  of  sheltered  employment  per  year 

10 

89 

79  = 

C Percent  of  days  missed  from  job 

3 

7 

4 = 

D No  of  beneficial  job  changes 

2 

3 

1 

E No  of  detrimental  job  changes 

2 

2 

0 

III  Improved  consumer  decision  making 

A Insurance  expenditures 

$ 33 

$ 56 

$ 23  = 

B Percent  of  group  having  a savings  account 

27 

34 

7 

IV  Patient  mental  health  (see  Table  2) 

Valued  Benefits  Minus  Valued  Costs 

Valued  benefits 

$ 1,168 

$ 2,364 

$1,196 

Valued  costs 

7,296 

8,093 

797 

Net  (Benefits  Minus  Costs) 

$-6,128 

$-5,729 

$ 399t 

“Significant  at  the  P < .05  level 

+Signiticance  not  tested  because  the  number  is  a sum  ot  means 

JThese  data  are  derived  from  agency  or  patient  reports  on  the  number  ot  contacts  Patient  reports  were  used  only  when  it  was  not  possible  or  was 
excessively  costly  to  obtain  the  relevant  information  from  the  agency  Estimates  of  the  cost  per  contact  were  obtained  from  the  agency 

SData  from  the  Department  of  Vocational  Rehabilitation  (DVR)  were  available  only  for  the  28-month  study  period  as  a whole,  a period  that  included  the 
follow-up  period  after  the  experiment.  The  per-patient  costs  are  12/28.  or  43%  of  fhe  28-month  cost  and  reflect  the  average  cost  lor  one  year  The  figures 
reflect  some  double  counting  because  much  of  the  DVR  expenditures  went  for  payments  to  other  agencies  that  are  included  in  the  Cost  section  (category 
II)  However,  we  have  been  able  to  account  for  and  to  exclude  DVR  payments  to  the  sheltered  workshops,  which  comprise  by  far  the  major  source  of  double 
counting 

■ iSignilicant  at  the  P < 10  level. 

' These  figures  include  fees  for  physicians,  psychologists,  and  nurses  but  exclude  any  associated  laboratory  lees 

St  These  data  are  derived  from  patient  reports  and  as  such  are  subject  to  misreporting  In  some  cases,  individual  spot-checks  were  made  with  the  agency 
in  question:  agencies  that  were  not  able  to  provide  us  with  information  on  all  patients  were  sometimes  able  to  provide  it  on  the  spot-check  basis 

••These  figures  are  derived  from  interviews  conducted  four  months  after  admission  with  22  families  (34%)  of  E-group  patients  and  18  families  (27%)  of 
C-group  patients.  The  other  families  were  not  interviewed  because  they  lived  outside  of  Dane  Counly  (23%).  the  subject  or  the  family  refused  consenf  (1 8%). 
the  relative  could  not  be  contacted  (21%).  or  miscellaneous  reasons  (8%)  The  questionnaire  examined  the  families'  experience  in  fhe  two  weeks  preceding 
the  interview  only,  and  these  figures  were  projected  to  an  annual  average.  The  reduced  sample  size  and  the  single  interview  yielded  data  that  must  be 
interpreted  with  caution 

ttThese  figures  were  derived  by  multiplying  the  number  of  days  family  members  missed  work  because  of  fhe  patient  by  a daily  wage  of  $24  (or  $3  an 
hour) 

tJThis  figure  is  based  on  interviewers'  assessments. 

§SThe  earnings  do  not  include  the  value  of  fringe  benefits,  if  there  were  any 

These  figures  reflect  our  judgments,  which  were  based  on  examination  of  patient  reports 


Source: 

Weisbrod.  B.A.;  Test,  M.A.;  and  Stein,  L.l.  Alternative  to  mental  hospital  treatment.  II.  Economic  benefit-cost  analysis.  Archives  ot  General  Psychiatry  37(41:400-405,  1980. 
Copyright  1980,  American  Medical  Association. 


the  control  group,  58  of  the  65  were  hospital- 
ized at  some  time  during  the  first  year,  with 
an  average  length  of  stay  of  29  days.  Further- 
more, 58  percent  of  the  hospital  group  rotated 
back  into  the  hospital  again  before  the  year 
was  over.  The  hospital  patients  were  indeed 
revolving  in  and  out  of  hospitals,  wheresis  the 
community  patients  spent  very  little  time  in 
hospitals. 

The  TCL  group  lived  independently  in  rooms 
and  apartments  as  opposed  to  sheltered  living 
situations,  and  did  much  better  than  the  com- 
parison group  in  employment  as  well.  Typical- 
ly, only  about  20  to  30  percent  of  the  chron- 
ically mentally  ill  are  able  to  hold  down  jobs. 
By  the  end  of  the  study,  only  31  percent  of  the 
males  in  the  hospital-based  group  were  em- 
ployed, whereas  57  percent  of  the  TCL  group 
males  were  holding  market  jobs. 

The  TCL  group  did  better  in  social  rela- 
tionships, They  were  more  satisfied  with  their 


lives  at  the  end  of  the  first  year  and  less 
symptomatic  on  7 of  13  scales  of  traditional 
psychiatric  symptomatology. 

The  clinical  outcome  results  of  the  study 
showed  that  it  is  feasible  to  treat  in  the  com- 
munity patients  who  otherwise  would  be  hos- 
pitalized. A second  finding  attributed  greater 
mental  health  benefits  to  this  model  than  to 
the  hospital-based  one.  In  followup  findings, 
some  positive  gains  were  sustained  and  main- 
tained, and  others  were  not.  Patients  did 
maintain  their  positive  employment,  but  a 
number  of  them  started  rotating  back  in  and 
out  of  hospitals.  This  appears  to  be  an  impor- 
tant finding,  because  it  indicates  that  many 
chronic  patients  need  ongoing  help  in  the  com- 
munity, not  just  time-limited  treatment. 

If  the  model  proposed  wets  better  for  pa- 
tients, W2LS  it  better  for  taxpayers?  The  key 
methodological  issue  here  is  that  a compre- 
hensive look  at  the  economic  costs  and  bene- 
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fits  involved  is  needed.  Many  studies  look  only 
at  the  most  obvious  costs,  such  as  number  of 
days  in  the  hospital  or  in  day  treatment.  If 
patients  are  not  in  the  hospital,  however,  what 
are  they  doing  in  the  community?  What  re- 
sources are  they  using  up  there?  Are  they 
bouncing  in  and  out  of  emergency  rooms?  Are 
the  police  involved  with  them  because  they 
are  wandering  the  streets?  Are  extra  burdens 
placed  on  their  families  because  they  are  not 
getting  enough  help? 

ITie  Test/Stein/Weisbrod  team  tried  to 
identify  all  of  the  costs  and  resources  that 
could  apply  to  either  group  of  patients  and 
find  out  how  much  they  used  resources  and 
accrued  costs.  Table  1 shows  how  different 
agencies,  family  burden,  income  transfer,  and 
other  elements  were  considered  in  evaluating 
the  costs  and  the  benefits. 

One  problem  in  doing  benefit-cost  analysis 
in  mental  health  is  that  certain  costs,  such  as 
human  life,  are  very  hard  to  value  in  dollars. 
For  instance,  a treatment  program  in  which  10 
percent  of  the  clients  commit  suicide  would 
have  a substantial  cost,  but  not  one  to  which 
dollar  values  can  be  assigned.  Emotional  bur- 
den to  the  family,  another  potential  cost,  was 
quantified  as  much  as  possible,  again  to  pro- 
vide policymakers  with  relevant  information 
on  which  to  make  decisions. 

Three  points  should  be  made  about  total 
costs  in  table  1.  First,  costs  for  both  groups 
are  high.  These  figures  represent  the  average 
cost  per  patient  per  year  for  all  items  and 
services  to  which  dollar  values  can  be  as- 
signed. For  patients  in  the  hospital  group,  the 
average  cost  was  $7,296,  whereas  community- 
bzised  patients  cost  $8,093  each  per  year. 
Clearly,  neither  method  was  inexpensive,  and 
treating  severely  mentally  ill  people  may 
never  be  inexpensive. 

The  second  point  to  be  made  is  that  the 
community  treatment  model  was  the  more 
expensive  program,  by  the  sum  of  $797  per 
patient  per  year  or  about  11  percent  of  the 
total  cost  of  the  treatment. 

Third,  costs  are  distributed  quite  differently 
among  the  two  treatment  models;  patients 
used  different  kinds  of  resources.  While  direct 
treatment  costs  for  the  hospital  group  in- 
cluded time  in  the  State  hospital,  the  same 
item  for  the  community  group  provided  sal- 
aries for  the  core  team  serving  ^em  and  was 
the  greatest  expense  in  the  community  pro- 
gram. On  all  other  categories  of  costs,  how- 
ever, community  treatment  was  lower  than 
hospital  care.  Indirect  costs  here  refer  to 
other  community  resources  that  patients  in 


both  groups  were  using — police  services,  shel- 
tered workshops,  other  hospitals. 

The  greatest  indirect  cost  for  the  hospital 
group  was  the  use  of  general  hospitals  in  the 
community.  Indeed,  when  patient.s  left  the 
State  hospital,  they  often  went  in  and  out  of 
community  hospitals  or  used  emergency 
rooms.  The  community  group's  largest  indirect 
expense  was  for  sheltered  workshops  and  get- 
ting training  and  vocational  skills. 

Maintenance  transfer  costs  such  as  Supple- 
mental Security  Income  (SSI)  and  Aid  to  Fam- 
ilies of  Dependent  Children  (AFDC)  expenses 
were  slightly  higher  for  the  hospital-based 
group,  as  more  members  of  the  community 
group  were  employed  and  did  not  need  income 
maintenance. 

In  terms  of  benefits,  earnings  of  patients  in 
both  groups  from  either  market  jobs  or  shel- 
tered workshops  were  measured.  Earnings  of 
the  community  group  (E  group)  were  substan- 
tially higher  than  those  of  the  hospital-based 
group,  to  the  tune  of  about  $1,096  per  patient 
per  year.  Obviously,  significant  economic 
benefits  follow  from  the  community-based 
approach. 

Findings  then  from  this  economic  benefit- 
cost  analysis  can  be  summarized  by  saying 
that  the  community  treatment  model  was 
slightly  more  costly  than  the  hospital  model, 
but  that  its  economic  benefits  were  substan- 
tially greater.  Overall,  the  community  model 
was  certainly  not  cheap,  but  it  was  economi- 
cally feasible  relative  to  the  hospital  model. 

lA^at  then  does  all  this  mean?  Basically, 
cost-benefit  analysis  can  be  applied  to  mental 
health  settings.  The  methodology  involved  is  in 
its  infancy,  but  it  is  seen  as  a potentially  use- 
ful tool  for  policymakers.  Decisions  or  con- 
clusions should  not  be  based  on  only  one  study, 
of  course.  This  research,  for  example,  looked 
at  one  kind  of  community  model  versus  one 
kind  of  hospital  model  with  one  kind  of  patient. 

Decisions  should  be  made  based  on  an  ac- 
cumiilation  of  knowledge.  Have  other  people 
found  the  same  thing?  Fortunately,  severed 
good  studies  of  community  treatment  assess- 
ing clinical  benefits  have  had  very  consistent 
findings.  First  of  all,  hospital  time  is  clearly 
reduced  substantially  when  chronic  patients 
get  support  in  the  community,  especially  in- 
tensive support.  Second,  without  support  and 
help  in  the  community,  many  chronic  patients 
will  revolve  in  and  out  of  hospitals,  live  in 
squalor  in  the  community,  and  generally  not 
function  very  well.  Unfortunately,  few  other 
comprehensive  studies  of  costs  and  benefits  of 
community  treatment  have  been  completed. 
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but  what  findings  do  exist  have  confirmed  that 
community  treatment  is  at  leaist  economically 
feasible. 

Future  research  must  compare  different 
models  of  community  treatment  and  even  dif- 
ferent mixes  of  hospital  and  community  treat- 
ment. This  model  was  staff-intensive,  with  15 
staff  members  treating  65  patients,  which  is 
what  made  it  more  costly  than  hospital  care. 
Treating  patients  in  the  community  with  fewer 
staff  is  possible,  and  further  research  should 
find  treatments  that  are  both  more  effective 
and  less  costly. 

If  policymakers  agree  that  chronically  men- 
tally ill  people  need  commtinity  support  to 
s\irvive  in  the  community,  and  if  such  treat- 
ments are  economically  feasible,  then  a pro- 
gram of  fiscal  incentives  to  encourage  the 
development  of  these  supports  and  treatments 
is  indicated.  Unfortunately,  however,  the  cur- 
rent system  of  reimbursement — namely,  med- 
icaid for  public  clients  and  private  insurance 
companies  as  well — does  not  encourage  this 
kind  of  treatment  for  chronic  patients.  Often 


unnecessairy  hospitalization  or  unnecessary 
treatment  in  nursing  homes  is  encouraged. 
Sometimes  outpatient  psychotherapies  eu'e  also 
reimbursed. 

The  very  services  that  chronic  patients  need 
in  the  commimity  are  not  reimbursable,  how- 
ever. These  include  least  restrictive  living 
alternatives,  psychosocial  rehabilitation  cen- 
ters and  therapy,  outreach  services  by  staff, 
and  services  provided  by  paraprofessional 
staff,  as  well  as  time  spent  in  case  manage- 
ment and  coordination  of  care.  The  develop- 
ment of  an  incentive  system  that  encourages 
the  treatments  that  are  most  effective  for 
clients,  and  that  are  probably  the  most  cost- 
effective  as  well,  is  critical.  This  is  an  ex- 
tremely difficult  problem  that  is  at  the  hezuT 
of  this  conference.  The  current  reexamination 
of  fiscal  policies  by  the  Reagan  Administra- 
tion offers  unique  opportunities  to  make 
progress  toward  the  goal  of  ensuring  that 
clients  get  effective  services  at  the  lowest 
possible  costs. 
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Chapter  5 


Overview  of  Cost  Studies  of  Hospitalization 


A.  Ancona  Berk,  Ph.D. 


The  design  of  studies  on  the  cost-effective- 
ness or  cost-benefit  of  various  settings  for 
treatment  for  psychiatric  diseases  and  drug 
and  alcohol  dependencies  must  consider  three 
essential  points. 

First,  the  specific  entity  interested  in  the 
costs  emd  the  benefits  must  be  quite  clear.  The 
economy  as  a whole,  the  Federal,  State,  or 
local  government,  private  providers,  third- 
party  payers,  and  the  patients  themselves  will 
add  up  both  the  costs  and  the  benefits  differ- 
ently. Thus,  results  favorable  to  one  party  will 
not  necessarily  be  favorable  to  another. 

Second,  since  both  effects  and  benefits  of 
various  treatments  or  treatment  settings  are 
difficult  to  quantify,  the  measurement  of 
clinical  outcome  is  paramoimt.  The  design  of 
reindomized  control  trial  appears  to  be  the 
best  now  available  to  provide  meaningful  out- 
come statistics.  The  results  of  studies  without 
controls  can  hardly  be  generalized,  as  the 
chosen  sample  may  not  represent  the  popu- 
lation to  be  studied.  In  studies  where  controls 
and  subjects  are  not  randomly  selected,  se- 
lection bias  can  also  affect  clinical  outcome 
and  obviate  statistically  valid  comparisons. 
Further,  the  design  of  randomized  control 
trials  allows  for  concliasions  to  be  reached 
within  specified  margins  of  error. 

Third,  the  economic  aspects  of  studies  on 
the  cost-benefit  or  cost-effectiveness  of 
various  treatment  settings  must  be  complete 
and  appropriate.  Having  made  the  decision  as 
to  which  entity  the  study  is  directed,  the  re- 
searcher is  then  obligated  to  measure  all  costs 
incurred  by  that  entity.  If,  for  example,  the 
costs  and  benefits  to  the  economy  as  a whole 
are  of  interest,  then  both  direct  and  indirect 
costs  have  to  be  carefully  weighed.  Such  costs 
include  those  borne  by  the  health  industry  in 
order  to  provide  a particular  treatment  plan. 


zis  well  as  the  costs  incurred  by  patients,  their 
families,  or  friends.  The  patients'  costs  and 
those  of  their  families  and  friends  may  include 
loss  of  earnings  due  to  the  illness  and  to  the 
setting  in  which  treatment  is  provided,  as  well 
as  transportation  and  other  costs.  The  "bur- 
den" on  the  family  of  different  treatment  set- 
tings in  terms  of  psychic  cost  also  needs  to  be 
evaliiated,  although  such  costs  more  properly 
belong  to  clinical  than  to  economic  outcomes. 

The  use  of  both  clinical  and  economic  meas- 
ures such  as  the  ones  advocated  here  may  lead 
to  ethical  problems  if  they  go  in  different 
directions;  these  also  need  to  be  faced  (figure 
1).  Four  possible  result  combinations  may  oc- 
cur. If  the  experimental  setting  is  both  better 
and  cheaper,  or  worse  and  more  expensive, 
than  the  traditional  setting,  no  problem  oc- 
curs. Policsmiakers  will,  however,  have  to 
make  decisions  on  what  to  choose  if  the  ex- 
perimental setting  is  either  better  but  more 
expensive,  or  worse  but  cheaper,  than  the  tra  - 


Experimental  setting  can  be 


Better 

Better 

1. 

2. 

Cheaper 

More  expensive 

Worse 

Worse 

A. 

3. 

Cheaper 

More  expensive 

them  traditional  setting. 
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Figure  1.  Result  combinations  of 
experimental  versus  traditional  settings 


ditional  setting.  It  may  be  difficult  for  cost- 
benefit  analysis  to  offer  much  guidance  to  the 
policymakers  in  these  caises,  as  the  quantifi- 
cation of  clinical  outcome  is  pairticularly 
arduous. 

It  is  fortunate  that  in  the  research  on  al- 
ternative treatment  settings,  the  problem 
ceises  have  not  occurred  too  frequently,  al- 
though the  studies,  with  one  notable  excep- 
tion, do  not  always  follow  the  criteria  set  out. 

Mental  patients  have  been  treated  in  nu- 
merous different  settings,  including: 

o Inpatient  hospital,  either  brief  or  tradi- 
tional hospitalization 

o Daycare  treatment  or  partial  hospitali- 
zation 

o Community  treatment  setting,  inclviding 
outpatient  care  and  home  care 

Eight  published  studies  out  of  41  iden- 
tified^ as  dealing  with  treatment  of  mental 
illness  and  drug  and  alcohol  dependency  in 
different  settings  provided  no  controls.  These 
studies  related  experience  in  partial  hospi- 
talization and  community  setting.  All  claimed 
good  results,  in  both  clinical  and  economic 
outcomes,  but  cannot  be  considered  deter- 
minate using  the  criteria  discussed,  as  no 
statistical  comparisons  can  be  made  (table  1). 


list  of  references  to  these  studies  is  avail- 
able from  the  author. 


Table  1.  Outcomes  of  descriptive  studies 
of  treatment  settings 


Experimental 

Clinical 

Economic 

Number  of 

setting 

outcome 

outcome 

studies 

Partial 

hospitalization 

Good 

Less  costly 

5 

Community 

Good 

Less  costly 

3 

The  33  other  studies  used  controls,  although 
in  17  cases  these  controls  were  not  randomly 
selected.  Controls  selected  by  other  than  ran- 
dom mezins  are  here  called  simultaneous  con- 
trols. The  authors  of  the  simultaneous  studies 
found  that  the  experimental  setting  provided 
at  leeist  as  good  a clinical  outcome  as  treat- 
ment in  the  control  setting  in  all  but  3 studies 
(table  2). 

In  all  17  studies,  however,  doubt  remains  as 
to  the  validity  of  the  conclusions,  as  bias  in 
the  selection  of  the  controls  may  affect  clin- 
ical outcome  and  obviate  statistically  valid 
comparisons.  Studies  in  which  controls  are 
selected  using  a randomization  process  provide 
statistically  sounder  conclusions. 

Sixteen  such  randomized  control  studies  of 
the  treatment  settings  of  mental  illness  were 
identified.  Again,  the  clinical  outcome  pro- 


Table  2.  Clinical  outcomes  of  reviewed  simultaneous  control  studies 


Setting  results 

Total 
number  of 

Setting 

Experimental 

Control 

No 

Experimental 

Control 

better 

better 

difference 

studies 

Partial  hospitalization 

Traditional 

inpatient 

3 

2 

2 

7 

Community 

Traditional 

inpatient 

2 

1 

4 

7 

Brief  inpatient  stay 

Traditional 

inpatient 

1 

1 

2 

Brief  inpatient  stay  and 
partial  hospitalization 

Traditional 

inpatient 

1 

1 

20 


vided  in  the  experimental  setting  wais  con- 
sidered at  least  as  good  as  that  provided  by 
traditional  inpatient  care  (table  3).  However, 
the  conclusions  of  randomized  control  trials 
can  be  considered  valid  only  within  specified 
margins  of  error.  Thus,  in  trials  where  one  arm 
is  considered  to  provide  better  clinical  out- 
come, the  probability  of  that  arm's  being  in 
fact  "better"  is  considered  high  if  the  sta- 
tistical error  is  low  enough  (Type  1 error).  In 
studies  where  no  difference  is  found  between 
the  two  arms  of  the  study,  another  statistical 
error  (Type  II)  must  be  taken  into  account. 
Such  conclusion  can  be  considered  valid  only  if 
the  probability  of  a predetermined  difference 
in  outcome  being  missed  is  small. 

In  the  16  randomized  control  studies.  Type  I 
and  T5rpe  II  errors  were  calculated  by  the  au- 
thors either  of  the  studies  or  of  this  review,  if 
possible,  to  validate  their  conclusions.  Where 
one  setting  of  the  study  was  considered  to  en- 
hance clinical  outcome,  «<  .05  was  deter- 
minate, Where  no  difference  between  settings 
was  found,  p<  .10  was  determinate,  i.e.,  the 
probability  was  less  than  10  percent  that  a 
difference  in  outcome  of  25  percent  could 
have  been  missed  because  of  the  size  of  the 
study  groups.  Using  these  criteria,  this  re- 
viewer endorsed  the  conclusions  of  some  but 
not  of  all  studies.  Thus,  brief  treatment  in 


the  hospital  does  seem  to  be  more  effective 
than  longer  inpatient  treatment.  Home  is  a 
better  setting  than  hospital.  Long-term  inpa- 
tient treatment  seems  more  effective  for 
schizophrenics  than  brief  hospitalization  at 
1-year  followup.  Also,  day  hospital  is  a more 
effective  treatment  setting  than  standard 
hospitalization,  and  there  seems  to  be  no  dif- 
ference in  outcome  when  outpatient  crisis 
therapy  or  when  inpatient  therapy  is  offered. 
None  of  the  randomized  control  trials  on 
treatment  settings  for  alcohol  and  drug  de- 
pendency abided  by  these  criteria. 

The  economic  outcome  of  treatment  in  dif- 
ferent settings  was  also  evaluated  on  the  as- 
sumption that  costs  and  benefits  referred  to 
the  economy  as  a whole.  Again,  the  authors  in 
general  found  the  experimental  treatment 
setting  to  be  preferable  to  the  traiditional  in- 
patient setting,  this  time  on  economic  grounds 
(tables  4 and  5).  This  was  true  both  for  the 
simultaneous  control  studies  and  for  the  ran- 
domized control  studies.  However,  in  most 
cases,  all  costs  pertaining  to  the  economy  as  a 
whole  were  not  measured  or  even  evaluated. 
Thus,  the  economic  outcomes  of  the  studies 
are  open  to  question. 

This  brief  review  of  the  literature  leads  to 
the  conclusion  that  clinical  trials  of  variolas 
settings  for  mental  treatment  and  for  drug  and 


Table  3.  Clinical  outcomes  of  reviewed  randomized  control  trials 


Setting  results 

Total 
number  of 
studies 

Setting 

Experimental 

Control 

Experimental 

better 

Control  Not 

better  determinate 

Partial 

hospitalization 

Traditional 

inpatient 

3 

1 

4 

Community 

Traditional 

inpatient 

2 

4 

6 

Brief  inpatient  stay 

Traditional 

inpatient 

2 

1 1 

4 

Brief  inpatient 
stay  and  partial 
hospitalization 

Traditional 

inpatient 

1 

1 

Home  care  - 
with  drugs  or 
with  placebo 

Traditional 

inpatient 

1 

1 
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alcohol  dependency  that  combine  valid  mea- 
sures of  both  clinical  and  economic  outcomes 
are  sczirce.  A notable  exception  to  this  gener- 
alization is  the  work  of  Weisbrod  et  al.  (1980). 
These  researchers  meaisured  the  cost  of  hospi- 
tal treatment  as  consisting  of  three  parts; 

1.  Operating  costs 

2.  Costs  of  capital  in  the  form  of  buildings 
and  equipment 

3.  A 9-percent  rate  of  return  on  the  mar- 
ket value  of  that  portion  of  the  hospital 
plant  and  land  that  weis  used  in  the 
treatment  of  their  control  patients 

It  is  not  clear  whether  operating  costs  and 
capital  costs  were  also  restricted  to  those 
costs  incurred  in  the  treatment  of  their  pa- 
tients. The  importcince  of  this  restriction, 
however,  may  not  be  eis  great  as  in  other  stud- 
ies, because  Weisbrod,  Test,  amd  Stein  dealt 
with  an  tinselected  group  of  patients.  There- 
fore, the  resources  used  by  these  patients 
within  the  hospital  would  not  differ  from  those 
lased  by  most  patients  in  the  hospital.  The  cost 
of  taking  care  of  them  within  the  hospital 
would  not  be  different  from  the  average.  This 
is  tinder  the  aissumption  that  the  costs  of 


treating  patients  with  severe  organic  brain 
syndrome  or  primary  alcoholism  (who  were  the 
only  patients  excluded  from  the  study)  were 
not  included  in  the  operating  costs  of  the  hos- 
pital. 

Weisbrod  et  al.  included  all  other  costs  this 
reviewer  would  like  to  see  considered,  among 
them  maintenance  costs,  treatment  costs  in 
facilities  other  than  the  inpatient  setting  (the 
hospital),  and  the  experimental  center  pro- 
gram. They  also  made  an  effort  to  evaluate 
loss  of  earnings  incurred  by  the  patients'  fam- 
ilies, friends,  or  neighbors  due  to  the  patients' 
illness,  as  well  as  the  patients'  own  earnings. 
These  indirect  costs  often  are  not  measured, 
although  they  are  frequently  discussed. 

Finally,  Weisbrod  et  al.  valued  some  "in- 
tangible" costs  and  benefits  such  as  "improved 
consumer  decisionmaking,"  which  have  not 
been  included  in  most  cost-benefit  analyses. 
This  makes  their  analysis  as  complete  as  any 
this  author  has  seen. 

Reference 
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Table  4.  Economic  outcomes  of  reviewed  simultaneous  control  studies 


Setting  results 

Setting 

Experimental 

Control  No 

No  economic 
outcome 

Total 
number  of 

Experimental 

Control 

cheaper 

cheaper  difference 

disc\issed 

studies 

Pairtial 

hospitalization 

Traditional 

inpatient 

2 

5 

7 

Community 

Traditional 

inpatient 

5 

1 

1 

7 

Brief  inpatient 
stay 

Traditional 

inpatient 

2 

2 

Brief  inpatient 
stay  and  partial 
hospitalization 

Traditional 

inpatient 

1 

1 
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Table  5.  Economic  outcomes  of  reviewed  randomized  control  studies 


Setting  results 


Setting 

Experimental 

Control 

No 

No  economic 
outcome 

Total 
number  of 

Ejqserimental 

Control 

cheaper 

cheaper 

difference 

discussed 

studies 

Partial 

hospitalization 

Traditional 

inpatient 

2 

2 

4 

Community 

Traditional 

inpatient 

3 

3 

6 

Brief  inpatient 
stay 

Traditional 

inpatient 

1 

2 

1 

4 

Brief  inpatient 
stay  and  partial 
hospitalization 

Traditional 

inpatient 

1 

1 

Home  care  - 
with  drugs  or 
with  placebo 

Traditional 

inpatient 

1 

1 
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Chapter  6 


Public  Policy,  Mental  Hospitals,  and  Community  Treatment 

Robert  Okin.  M.D. 


Anyone  who  has  been  involved  in  the  mental 
health  system  for  any  period  of  time  recog- 
nizes that  the  system  as  it  exists  today  is  not 
very  efficient.  This  inadequacy  results  from 
several  factors,  including  the  system's  (a)  lack 
of  comprehensiveness,  (b)  lack  of  coordination, 
(c)  lack  of  integration  with  the  general  health 
care  and  social  service  system,  and  (d)  heavy 
reliance  on  institutional  forms  of  care,  most 
notably  nursing  homes  and  State  hospitals. 

The  focus  here  will  be  on  the  contribution 
that  State  hospitals  make  to  the  inefficiency 
of  the  mental  health  system,  since  these  fa- 
cilities are  such  high-  cost  and  often  such  low- 
benefit  operations  and  yet  consume  such  a 
large  share  of  the  State's  categorical  mental 
health  resources.  Also  to  be  discussed  are  why 
States  have  had  such  difficulty  in  providing 
alternatives  to  these  facilities,  why  they  will 
probably  have  difficulty  in  the  future  despite 
cost-benefit  studies,  and,  finally,  what  the 
Federal  Government  can  do  to  help  establish 
these  alternatives  and  thereby  help  the  States 
improve  the  overall  efficiency  of  their  mental 
health  systems. 

The  inefficiency  and  low  cost-benefit  of 
State  hospitals,  at  least  for  many  patients,  are 
well  known.  These  facilities  are  generally  old, 
poorly  designed,  and  burdened  with  extremely 
high  overhead;  their  services  are  concentrated 
now  on  a population  75  percent  smaller  than 
the  number  using  them  in  former  years.  State 
hospital  buildings  are  often  spread  over 
sprawling  campuses,  are  poorly  insulated,  and 
use  antiquated,  inefficient  heating  plants  that 
have  become  exorbitantly  expensive  as  the 
price  of  oil  heis  increcised  over  the  past  decade. 

Their  inefficiencies  go  well  beyond  the 
limitations  of  their  ph3rsical  pleints,  however. 
State  hospitals  are  often  remote  from  the 
communities  from  which  their  patients  come 
and  to  which  their  patients  are  likely  to  be 
returned.  This  situation  makes  it  difficult  to 
involve  families  in  treatment,  making  ade- 


quate discharge  preparation  and  plsmning 
difficult  at  best  and  setting  the  stage,  as  Drs, 
Test  and  Stein  showed  (see  chapter  4),  for 
multiple  episodes  of  decompensation  and 
reeidmission. 

Moreover,  because  the  institution  provides 
such  an  abnormal  environment,  it  is  extremely 
difficult  to  teach  people  the  kinds  of  skills 
they  will  need  to  live  outside  of  it.  Still  an- 
other source  of  the  inefficiency  of  State  hos- 
pitals is  the  panoply  of  inflexible  State  bu- 
reaucratic procedures  with  which  they  are 
forced  to  operate,  limitations  that  would  drive 
any  private  business  into  bzinkruptcy.  Anyone 
who  hzis  worked  in  State  hospitals  for  any 
period  of  time  knows  that  problems  in  these 
facilities  arise,  at  least  partially,  from  the 
fact  that  they  exist  in  the  public  section. 
These  problems  are  as  deep  rooted  aind  cor- 
rosive as  any  of  their  other  difficulties. 

Given  the  problems  2ind,  to  some  extent,  the 
inefficiencies  of  these  facilities,  it  is  ironic  to 
note  that  most  studies  aissessing  the  clinical 
needs  of  the  State  hospital  population  have 
demonstrated  that  large  mombers  of  these  pa- 
tients do  not  in  fact  need  institutional  czu*e 
but  remain  in  State  hospitals  simply  because 
of  the  absence  of  alternatives  for  them  in  the 
community. 

These  studies  are  not  cost-benefit  analyses 
but  a variety  of  surveys  on  State  hospital 
populations  in  the  past,  which  have  been  re- 
viewed by  NIMH.  In  1978,  the  Institute  re- 
viewed a series  of  studies  that  held  been  un- 
dertaken in  seven  States.  These  studies,  beised 
on  clinical  jissessments  of  the  State  hospital 
populations,  demonstrated  that,  without  ex- 
ception, more  than  50  percent  of  patients  re- 
quired treatment  settings  other  than  continued 
State  hospitalization. 

This  point  needs  to  be  emphasized,  since  it 
is  eeisy  to  conclude,  from  the  fact  that  a large 
number  of  patients  have  been  discharged  from 
these  facilities  over  the  yeeirs,  that  those  who 
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remain  need  to  be  there.  But,  at  least  in  this 
1978  review,  just  the  opposite  is  suggested. 

This  researcher's  study  in  Massachusetts 
came  up  with  the  same  findings  and  concluded 
that  almost  80  to  90  percent  of  State  hospital 
patients  were  there  simply  because  of  an  ab- 
sence of  other  treatment  settings.  Yet  Mas- 
sachusetts has  had  a record  of  significant 
State  hospital  reduction. 

This  imbalance  also  was  reflected  in  fiscal 
terms.  Despite  agreement  that  for  most  pa- 
tients community  care  is  preferable  to  hos- 
pital care,  if  carried  out  responsibly,  the 
majority  of  States  continued  to  allocate  the 
major  share  of  their  categorical  mental  health 
budgets  to  their  State  hospitals.  The  problem 
obviously  is  not  simply  one  of  an  absolute  in- 
sufficiency of  resources,  but  rather  the  way 
these  resources  are  distributed. 

To  summarize  the  problem:  State  hospitals 
still  care  for  the  vast  majority  of  patients  who 
are  in  inpatient  facilities  on  any  given  day, 
except  perhaps  for  nursing  homes.  Moreover, 
the  largest  percentage  of  these  patients  seem 
to  need  other  forms  of  care.  These  facilities 
appear  to  be  inefficient  and  yet  consume  the 
greatest  share  of  the  States'  categorical  men- 
tal health  dollars. 

Assuming  the  accuracy  of  such  studies  as 
Test  and  Stein's  (1980)  and  Weisbrod  et  al.'s 
(1980)  demonstrating  the  higher  cost-effec- 
tiveness of  community- based  care  for  at  least 
a certain  population  who  traditionally  use 
State  hospitals,  to  what  extent  are  State  gov- 
ernments likely  to  establish  such  alternatives 
based  on  these  studies?  The  likelihood,  quite 
frankly,  is  small,  if  the  financing  of  this  sys- 
tem is  left  to  the  States. 

First,  States  are  afraid  they  will  simply  be 
adding  a new  system  to  the  old  one,  not  re- 
placing the  old  State  hospital  system.  Because, 
in  fact,  most  people  are  not  advocating  a total 
replacement  of  the  State  hospital  system,  but 
rather  a grafting  of  a new  system  onto  the  old, 
these  fears  appear  to  be  justified.  Very  few 
people  are  in  fact  advocating  a complete  re- 
placement of  the  State  hospital  system.  This 
author  happens  to  be  one  of  those  people,  but 
persons  who  share  that  belief  could  probably 
be  counted  on  the  fingers  of  one  hand. 

Second,  States  are  afraid  that  for  many 
patients  the  new  system  would  be  more  costly, 
not  simply  more  cost-effective. 

Third,  States  are  afraid  that  even  if  the  old 
State  hospital  system  could  be  completely  re- 
placed by  a more  cost-effective  system,  and 
even  if  the  latter  would  be  less  costly  on  a 
per-patient  basis,  it  would  be  more  costly  in 


toto  than  the  present  system  because  total  use 
of  the  new  system  would  increase.  Indeed, 
given  the  number  of  individuals  in  the  com- 
munity who  are  not  receiving  services  but  who 
need  them,  the  likelihood  of  this  is  strong.  A 
new  system  might  well  experience  a much 
larger  utilization  than  the  old  system,  what- 
ever its  cost  benefit. 

Fourth,  even  if  States  could  overcome  all  of 
the  foregoing  concerns,  they  would  still  be 
faced  with  a need  to  make  a significant  in- 
vestment in  the  new  system  before  costs 
would  be  radically  reduced  in  the  State  hos- 
pital system.  Faced  with  real  or  imagined  fis- 
cal problems,  or  at  least  with  a real  reluc- 
tance to  spend  money,  most  States  would  be 
hesitant  to  make  this  long-term  investment, 
regardless  of  the  persviasiveness  of  cost-ben- 
efit studies,  if  they  were  forced  to  bear  a 
large  share  of  its  cost. 

If  States  were  starting  from  scratch  and  had 
not  already  built  State  hospitals,  cost-effec- 
tiveness studies  by  themselves  would  have  a 
much  more  powerful  impact  on  public  policy. 
Starting  from  ground  zero.  States  might,  on  a 
cost-benefit  beisis,  choose  to  go  with  alter- 
natives to  the  State  hospital  system.  But,  in 
the  present  situation.  States  have  to  maintain 
their  initial  investment  in  their  hospitals  at 
the  same  time  they  are  forced  to  invest  in  a 
newer,  albeit  more  cost-effective,  system. 

A factor  that  will  make  it  even  more  dif- 
ficult to  argue  for  an  investment  in  a new  sys- 
tem is  the  reality  that  such  an  investment  has 
in  a sense  already  been  made.  Unless  the  na- 
ture of  this  investment  in  a community- based 
system  and  the  reasons  it  failed  to  reduce  the 
cost  of  State  hospitals  are  understood,  it  will 
be  difficult  to  explain  to  policymakers  just 
why  another  investment  is  likely  to  succeed. 

It  is  worth  remembering  that,  early  in  the 
community  mental  health  movement,  it  had 
been  thought  that  massive  reductions  in  State 
hospital  costs  would  inevitably  accompany 
decreased  State  hospital  use  and  thereby  re- 
duce State  hospital  budgets-  or  at  least 
permit  them  to  be  level-funded.  In  certain 
cases,  early  advocates  of  deinstitutional- 
ization almost  promised  such  reductions  in 
return  for  legislative  and  executive  support  of 
the  policy. 

That  is,  not  only  was  it  supposed  to  be 
cheaper  to  treat  someone  in  the  community, 
but  the  development  of  that  kind  of  system 
was  expected  to  rapidly  reduce  costs  in  the 
State  hospital  system.  There  developed,  in 
consequence,  a strange  alliance  between  men- 
tal health  advocates  and  State  budget  direc- 
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tors,  each  advocating  a reduction  in  State  hos- 
pital use  but  clearly  for  different  reasons.  This 
alliance  broke  down  when  it  became  clear  that 
vzist  amounts  of  money  were  not  to  be  saved 
at  State  hospitals  through  the  deinstitution- 
alization process. 

Ironically,  it  was  the  very  insufficiency  of 
new  resources  for  community  services  that 
acted  as  one  of  the  greatest  obstacles  to  re- 
ducing institutional  costs.  Most  States  and 
certainly  the  Federal  Government,  at  least  in 
its  categorical  ftinds,  made  the  mistake  of 
trickling  money  into  the  community  mental 
health  system  at  so  slow  a rate  t.hat  the  re- 
sultant decline  in  hospital  workload  v/as  simply 
not  sufficient  to  reduce  institutional  costs. 
Indeed,  the  patient  count  went  down  markedly, 
but  the  admission  rate  went  up  at  least,  as 
markedly;  clearly,  workload  heis  a strong  cor- 
relation not  just  with  census  but  also  with  the 
frequency  of  admissions  and  patient  flow 
through  the  hospital  system. 

Even  when  new  resources  were  appropriated 
by  both  Federal  and  State  governments  to  ex- 
pand the  community  mental  health  system, 
they  often  were  not  focused  to  set  the  stage 
for  subsequent  reduction  in  institutional  ex- 
penditures. To  the  contrary,  these  resources 
were  generally  not  used  to  develop  community 
alternatives  for  the  institutionalized  popu- 
lation or  for  the  community  population  at  risk 
of  institutionalization;  rather,  they  were  in  a 
sense  spread  among  a number  of  population 
groups  in  an  attempt  to  satisfy  everybody. 

Sometimes  this  spreading  of  resources  was 
done  for  humanitarian  and  good  clinical  rea- 
sons, and  sometimes  it  was  done  purely  on  a 
political  basis.  The  result  was  that  only  a rel- 
atively small  amount  was  left  over  for  the 
severely  disabled  patient,  who  was  therefore 
forced  to  continue  to  seek  care  in  State  hos- 
pitals. It  is  interesting  that  in  1978  only  about 
25  percent  of  community  mental  health  center 
patients  had  severe  mental  illness  by  the  def- 
inition used  in  the  1978  study;  in  addition,  only 
about  4 percent  of  the  referrals  to  community 
mental  health  centers  originated  in  State  hos- 
pitals in  any  given  year. 

Another  example  of  the  failure  to  focus 
resources  on  the  State  hospital  population  over 
the  past  10  years  can  be  seen  in  the  general 
and  private  psychiatric  hospital  sectors.  Be- 
tween 1971  and  1975,  the  number  of  non-Fed- 
eral  general  hospital  psychiatric  units  in- 
creeised  by  45  percent.  Ilie  number  of  general 
hospital  psychiatric  beds  increased  by  25  per- 
cent, and  the  number  of  private  psychiatric 
hospital  admissions  increased  from  87,000  to 


138,000  per  year.  During  that  same  time  and 
despite  this  growth.  State  hospital  admissions 
were  only  minimally  reduced  and  certainly  not 
in  proportion  to  the  growth  in  other  sectors.  It 
is  obvious  that,  by  zmd  large,  general  hospitals 
and  private  psychiatric  hospitals  have  not  de- 
voted themselves  to  the  acute  population  who 
had  historically  sought  care  in  State  hospitals; 
consequently,  they  have  had  little  impact  on 
State  hospital  admissions  or  costs. 

Even  when  resources  were  focused  on  the 
population  at  risk  of  State  hospitalization, 
often  these  resources  were  not  focused  on  the 
services  the  population  needed. 

Still  another  factor,  which  accounted  for 
the  continuing  high  number  of  episodes  of  care 
experienced  by  State  hospitals  and  thus  their 
continuing  high  costs,  resulted  from  certain 
serious  deficiencies  in  the  reimbursement  sys- 
tem. Medicaid,  for  example,  does  not  provide 
reimbursement  for  care  in  group  homes  or  in 
intermediate  care  facilities  for  the  mentally 
ill,  despite  the  large  number  of  State  hospital 
patients  who  could  be  better  served  in  these 
settings. 

In  the  case  of  other  services  such  zis  day 
treatment,  Medicaid  does  provide  reimburse- 
ment, but  only  in  States  that  elect  to  include 
these  services  in  their  Medicaid  plans.  Unfor- 
tunately, despite  the  fact  that  these  optional 
services  may  represent  lower  cost  alternatives 
to  State  hospital  care,  many  States  do  not 
allow  for  them. 

The  result  of  all  these  factors  is  that,  aside 
from  services  in  nursing  homes,  the  severely 
mentally  ill  patient  has  received  very  little  of 
the  resoiorces  that  have  become  available  to 
the  health  care  system.  The  workload  of  State 
hospitals  has  in  consequence  remained  rela- 
tively high,  and  the  resource  demands  on  these 
institutions  have  never  really  been  reduced  in 
current  dollars.  In  fact,  far  from  being  able  to 
reduce  the  resources  of  State  hospitals.  States 
have  been  faced  with  rising  hospital  costs, 
largely  as  a result  of  right-to-treatment  liti- 
gation, increasingly  rigorous  standards  of  hos- 
pital certification,  and,  most  of  all,  extremely 
high  inflation. 

Most  new  resources  that  might  otherwise 
have  been  directed  toward  expanding  the  com- 
munity mental  health  system  were  often  di- 
rected toward  the  rising  costs  of  State  hos- 
pitals instead.  ITiis  is  not  to  say  that  States 
have  not  allocated  increased  resources  to 
community  mental  health  systems;  rather,  the 
rate  and  focus  of  allocations  have  not  been 
sufficient  to  reduce  hospital  workloads  rapidly 
enough  to  reduce  their  costs. 
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States  are  caught  in  a vicious  cycle.  Be- 
cause they  have  to  increase  their  State  hos- 
pital budgets  year  after  year,  they  have  little 
resources  left  over  to  expand  their  community 
mental  health  systems.  Without  the  expansion 
of  their  community  mental  health  system, 
however,  long-term  patients  often  cannot  be 
responsibly  discharged  from  their  institutions, 
and  new  patients  continue  to  be  admitted.  As 
a result.  State  hospital  use  remains  relatively 
high  and  makes  it  difficult  for  States  to  al- 
locate their  scarce  new  mental  health  re- 
sources anywhere  but  to  their  State  hospitals. 
Only  a modicum,  at  this  point,  remains  to  pay 
for  increased  community  mental  health 
services. 

Left  to  itself,  this  cycle  is  likely  to  con- 
tinue. It  will  be  difficult  to  move  money  from 
these  inefficient,  inadequate,  and  inappropri- 
ate facilities  to  a more  humane,  more  effec- 
tive, and  more  cost-efficient  service  system 
without  some  outside  intervention.  Without 
such  intervention.  States  appear  destined  to 
operate  two  incomplete  systems  for  a long 
time — the  State  hospital  system  and  the  com- 
munity mental  health  system — each  at  half 
mzLst,  each  forced  to  do  its  job  inadequately. 
From  a cost-effectiveness  standpoint,  this  is 
probably  the  worst  possible  scenario. 

What  are  the  implications  for  the  Federal 
Government  of  the  foregoing  analysis?  It  is 
obvious,  first  of  all,  that  the  Federal  Govern- 
ment has  a vital  interest  in  promoting  a sys- 
tem of  mental  health  care  that  is  humane, 
appropriate,  and  cost-effective.  The  Govern- 
ment has  billions  of  dollars  invested  in  the 
present  system  and  cannot  afford  to  sit  back 
and  watch  the  system  continue  in  its  present 
form.  The  only  way  that  the  Government  can 
protect  its  interest  in  rationalizing  the  mental 
health  system  is  by  helping  the  States  extri- 
cate themselves  from  the  cycle  just  described. 
This  is  going  to  involve  a strengthening,  cer- 
tainly not  a weakening,  of  the  Government's 
leadership  in  establishing  health  policy. 

The  central  goal  of  such  a policy  should  be 
completing  the  transition  of  the  mental  health 
system  that  began  two  decades  ago.  This  in- 
creased Federal  leadership  role  is  emphasized 
because  the  Federal  Government  now  is  talk- 
ing about  a reduced  role  for  itself  in  many 
areeis  of  health  care  and  social  services. 

The  establishment  of  a comprehensive  cost- 
efficient  system  of  services  is  not  a utopian 
dream.  It  can  be  accomplished,  but  not  with- 
out the  active  participation  of  the  Federal 
Government.  This  is  not  something  that  can  be 
left  exclusively  to  the  States  nor  to  the  gen- 


eral health  care  system  to  solve.  If  they  could 
have  solved  it  alone,  they  probably  would  have. 

In  what  ways,  then,  should  the  Federal  Gov- 
ernment promote  the  development  of  a new 
system?  It  can  exert  some  influence  through 
the  block  grant  mechanism  to  the  States,  but 
even  more  powerful  influence  can  be  exercised 
through  its  ability  to  shape  the  incentives  and 
disincentives  of  the  reimbursement  system. 
The  Medicaid  program  should  not  be  used  sim- 
ply as  a mechanism  of  reimbursement,  but  as  a 
powerful  instrument  through  which  to  effect 
real  and  substantial  policy  change.  In  an  anal- 
ogous fashion,  the  World  Bank  has  recently 
begun  to  allocate  a certain  percentage  of  its 
lending  capacity  to  shape  policy  in  third  world 
countries,  rather  than  simply  lending  all  of  its 
money  for  individtial  projects  and  services. 

Specifically,  the  Federal  Government  must 
modify  its  policies  in  several  ways.  First,  in 
contrast  to  the  present  misguided  decision  to 
provide  virtually  unconditional  block  grants  to 
the  States,  these  grants  should  be  given  only 
with  conditions.  Moreover,  States  should  be 
required  to  match  block  grants  with  new  mon- 
ies. In  particular,  these  grants  should  be  given 
to  States  that  are  willing  to  undertake  needs 
zissessments  of  their  most  disabled  mentally  ill 
and  commit  themselves  to  financing  indicated 
services  through  a combination  of  State,  Fed- 
eral, new,  reallocated,  and  private  resources 
over  a specified  period  of  time.  Each  State's 
plan  should  contain  clinical,  programmatic, 
and  fiscal  elements,  as  well  as  provisions  for 
reallocating  State  hospital  resources  to  fur- 
ther expand  and  reorient  the  community 
system. 

Second,  Medicaid  regulations  should  be  re- 
vised to  provide  an  incentive  to  States  that 
reward  general  hospitals  for  developing  psy- 
chiatric units  to  serve  the  vast  majority  of 
acute  patients  now  forced  to  seek  care  in 
State  hospitals.  Moreover,  Federal  partici- 
pation should  be  available  to  pay  for  an  equi- 
table share  of  the  cost  of  care  for  patients 
with  no  source  of  reimbursement  and  there- 
fore real  fiscal  liability  for  general  hospitals. 

Unless  both  of  these  suggestions  are  imple- 
mented, it  is  unlikely  that  general  hospitals 
will  depart  from  their  present  pattern  of  de- 
veloping services  not  primarily  focused  on  a 
population  that  has  historically  gone  to  State 
hospitals,  no  matter  how  many  beds  are  es- 
tablished in  the  general  health  care  sector. 

Third,  Medicaid  regulations  should  be  re- 
vised to  fundamentally  alter  their  present  in- 
stitutional biases.  Services  providing  an  al- 
ternative to  inpatient  and  other  forms  of 
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institutional  care  should  be  required  and  not 
optional  within  State  Medicaid  plans  and 
should  perhaps  receive  a higher  percentage  of 
Federal  participation  than  institutional  forms 
of  care.  Experience  has  shown  that  many 
States  simply  refuse  to  cover  optional  serv- 
ices. even  if  these  represent  lower  cost  al- 
ternatives to  inpatient  care.  These  suggestions 
obviously  represent  a departure  from  the  cur- 
rent direction  of  the  Federal  Government  in 
permitting  States  more,  rather  than  less,  flex- 
ibility to  choose  the  services  they  will  fund 
under  the  Medicaid  program. 

Fourth,  services  that  could  prevent  costly 
institutionalization  but  are  not  now  covered  by 
Medicaid  should  be  so  covered.  The  precedent 
for  this  has  been  set  in  last  year's  Medicaid 
regulations,  which  permit  Medicaid  funding  for 
an  expanded  range  of  services  if  the  latter  are 
directed  toward  avoiding  nursing  home  place- 
ment. This  precedent  should  be  extended  and 
expanded  to  services  that  woiild  provide  an 
alternative  to  State  hospitalization  and  gen- 
eral hospitalization  for  many  mentally  ill 
people  as  well. 

Obviously,  a critical  service  that  miast  be 
funded  under  this  suggestion  is  a provision  for 
supervised  residential  care.  Responsible  and 
substantial  reduction  of  the  present  reliance 
on  State  hospitals  will  not  be  possible  unless 
some  reimbursement  mechanism  exists  for 
supervised  residential  services. 

Fifth,  the  Federal  Government  should  also 
consider  giving  States  an  incentive  to  enact 
mandatory  insurance  laws  following  the  prin- 
ciples just  described.  Unless  the  private  in- 
surance system  is  changed  as  well  as  the  Med- 
icaid system,  the  end  result  will  be  one  system 
for  the  very  poor  and  another  system  for  the 
rest  of  the  population.  The  encouragement  of 
mandatory  insurance  statutes  would  also  help 
to  move  some  of  the  fiscal  burden  of  mental 
health  from  the  public  to  the  private  sectors. 

Sixth.  States  should  be  required  as  part  of 
their  Medicaid  plans  to  specify  how  they  in- 
tend to  ensure  that  modifications  of  Federal 
and  private  reimbursement  systems  result  in  a 
real  reorganization  of.  and  not  merely  an  ad- 
dition to.  the  mental  health  service  system. 

Finally,  the  Federal  Government,  on  a de- 
monstration bcLsis,  should  fund  a project  in  a 
State  that  Ls  interested  in  trying  to  develop  a 
comprehensive  set  of  alternatives  to  State 
hospitalization,  so  that  the  State  hospital  can 
be  completely  replaced  and  abolished.  Talking 
about  abolition  of  the  State  hospital  does  not 
mean  abolition  of  institutional  forms  of  care 
or  ZLsylums.  State  government  simply  may  not 
be  the  best  provider  of  that  kind  of  care. 


If  these  ideas  seem  like  undue  interference 
in  the  affairs  of  the  States,  it  should  be  re- 
membered that  a cost-effective  mental  health 
system  will  not  develop  without  such  inter- 
ference, at  leeist  not  for  a long  time.  States 
need  both  an  incentive  and  the  resources  to 
transform  their  mental  health  systems. 

Mention  should  be  made  of  certain  actions 
being  contemplated  or  carried  out  by  the 
Federal  Government  that  promise  to  make  the 
present  mental  health  system  less,  rather  than 
more,  efficient.  First,  a Medicaid  cap  is  being 
considered  by  this  Administration.  The  pos- 
sibility of  this  has  already  begun  to  have  a 
chilling  effect  on  the  willingness  of  general 
hospitals  to  accept  the  poor,  Medicaid,  and 
at-risk-of-State-hospital  populations.  A cap 
in  the  absence  of  real  change  in  the  current 
incentives  of  the  Medicaid  program  will  simply 
restilt  in  the  reduction  of  services  and  prob- 
ably not  in  their  reorganization  and  restruc- 
turing. 

Second,  reductions  in  housing  subsidies, 
supplemental  security  income  (SSI),  and  food 
stamps,  on  which  many  mentally  ill  people 
depend  for  their  survival,  and  other  social 
programs  are  likely  to  result  in  an  increased 
rate  of  psychiatric  decompensation,  which  will 
in  turn  require  costly  mental  health  treat- 
ment. As  is  well  known,  the  mentally  ill  are 
peculiarly  sensitive  to  both  the  general  so- 
cioeconomic conditions  of  society  and  the 
availability  of  particular  social  service  pro- 
grams. If  the  latter  are  cut  substantially,  the 
health  care  system  will  be  forced  to  bear  the 
costs.  This  may  be  less  costly  in  one  sector  but 
not  for  society  as  a whole. 

Finally,  the  25-percent  reduction  in  mental 
health  block  grants  appears  to  be  pennywise 
but  pound  foolish,  despite  the  fact  that  those 
grants  represent  such  a small  fraction  of  the 
categorical  monies  the  States  spend  for  men- 
tal health  services.  Aside  from  its  real  pro- 
grammatic consequences,  this  move  at  leaist 
conveys  the  impression  that  the  Federal  Gov- 
ernment plans  to  abrogate  its  commitment  to 
the  mentally  ill  under  the  illtision  that  States 
can  pick  up  the  difference. 

If  the  Federal  Government  really  wants  to 
do  nothing  more  than  simply  pass  on  fiscal 
responsibility  to  the  States,  so  that  the  latter 
can  struggle  as  best  they  can,  there  will  be  no 
hope  of  rationalizing  the  current  mental 
health  system.  If,  on  the  other  hand,  the  Gov- 
ernment is  truly  committed  to  making  the 
current  system  more  efficient  and  helping  the 
States  put  cost-benefit  research  into  practice, 
it  heis  the  power,  it  has  the  authority,  and  it 
has  the  tools  at  its  disposal  to  do  so.  The  ques- 
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tion  in  everyone's  mind  at  this  point  is  not 
whether  it  has  the  means,  but  whether  it  has 
the  will  to  act. 
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Chapter  7 


Summary  of  Discussion  on  Settings 


Participants  in  the  discussion  on  settings 
focused  on  the  inevitability  of  long-term  cus- 
todial care  for  the  chronically  mentally  ill  and 
the  roles  that  State  hospitals.  Federal  and 
community  agencies,  and  the  insurance  indus- 
try play  in  that  care.  Speakers  were  wary  of 
branding  State  hospitals  as  "unmitigated 
evils,"  and  placed  the  burden  for  improved 
mental  health  programs  at  the  community 
level,  as  Federal  and  State  funding  are  not 
likely  to  increase. 

State  hospitals  differ  a great  deal  from 
State  to  State,  and  general  statements  about 
their  effectiveness  and  use  are  risky.  Part  of 
the  reason  for  the  continuance  of  State  hos- 
pitals and  either  their  effectiveness  or  their 
lack  of  effectiveness  stems  from  the  attitude 
and  the  interest  of  various  groups  that  have 
clout  in  a particular  State. 

For  example,  some  lack  of  faith  in  the  men- 
tal health  system  relates  to  community  serv- 
ices, which  in  most  places  have  only  partial 
treatment  capabilities.  Many  State  hospitals 
continue  to  exist  because  they  are  the  treat- 
ment of  last  resort  for  the  people  on  the  low- 
est economic  level.  Community  mental  health 
centers  in  many  areas  have  acquired  reputa- 
tions for  treating  only  those  persons  they 
choose  to  treat,  even  though  they  are  supposed 
to  provide  services  to  clients  of  all  income 
levels. 

Much  of  the  criticism  about  State  hospitals 
is  directed  at  the  massive  investments  lying 
dormant  in  their  old  physical  plants.  Some  of 
these  sturdy  structvires  have  been  converted 
rather  effectively,  however,  in  their  opera- 
tion. Most  of  them  do  not  operate  the  full 
physical  plant,  and  many  have  reduced  the  size 
of  their  campuses  and  use  grounds  for  other 
purposes.  State  hospital  plants  can  be  adapted 
very  appropriately  into  regional  facilities  that 
have  a broader  meaning  for  the  commtinity. 
Several  States  have  effectively  combined  cor- 
rectional and  mental  health  institutions  in  a 
common  location. 


Mental  health  professionals  must  give 
thought  to  how  States  and  local  communities 
together  can  move  ahead  by  using  available 
resources.  The  Federal  Government  cannot  be 
counted  on  to  come  through  with  additional 
monies  to  any  great  extent.  It  may  provide 
monies  in  different  formats,  but  excessive 
funding  is  unlikely.  The  States  are  not  going  to 
come  through  with  additional  funding  either 
because  most  of  them  are  financially  over- 
burdened as  well. 

Many  States  are  not  going  to  give  up  their 
State  hospital  physical  plants  but  are  going  to 
use  them  effectively.  Even  with  the  geo- 
graphic problems  involved  in  their  often  re- 
mote locations,  these  facilities  were  created 
for  treatment  purposes  and  will  have  to  be 
used  that  way.  At  the  same  time,  services  will 
have  to  continue  to  improve  at  the  community 
level. 

The  size  of  the  total  client  population  and 
other  statistics  were  questioned.  A good  time 
series  on  the  number  of  chronically  mentally 
ill  does  not  exist  for  a number  of  reaisons.  De- 
fining what  should  be  counted  is  difficult.  In- 
patient episodes  have  increeised  slightly 
numerically,  but  nowhere  near  the  rate  that 
outpatient  episodes  have.  The  rate  per  popu- 
lation of  inpatient  episodes,  even  counting  all 
types  of  settings,  is  probably  not  increasing 
very  much  above  a level  increase.  The  ques- 
tion is  really  more  what  proportion  of  total 
episodes  are  chronic,  and  that  is  a different 
kind  of  problem  to  measure,  for  which  no  good 
answer  exists. 

It  is  estimated  there  are  1,7  million  to  2.4 
million  chronically  mentally  ill  persons 
(Goldman  et  al.  1981);  whether  that  is  a dra- 
matic increase  or  a decrease  is  not  clear.  Un- 
fortunately, States  and  commtinities  are  not 
encouraged  to  review  their  data  each  year  and 
to  look  at  how  many  people  do  not  come  back, 
how  many  people  come  back  once  or  twice;  or 
how  many  people  come  back  10,  12,  or  20 
times  in  a year.  It  is  impossible  to  understand 
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what  is  going  on  with  a total  population  with- 
out understanding  what  happens  on  a day- by- 
day basis. 

The  Veterans  Administration  (VA)  was  al- 
luded to  as  the  Federal  equivalent  of  the  State 
hospital  system.  The  VA  provides  a great  deal 
of  mental  health  care  in  outpatient  clinics, 
day  treatment  centers,  day  hospitals,  and 
outpatient  drug  and  alcohol  programs.  The  VA 
has  the  same  kinds  of  difficulties  that  every- 
one else  has — not  enough  beds  between  nursing 
homes  and  domiciliaries  to  deal  with  long- 
term service-connected  patients  and  non- 
service-connected patients  for  whom  VA  is 
becoming  responsible.  Tt  has  ability  to  take 
care  of  only  10  percent  of  the  eligible  veter- 
ans in  hospitals  on  a given  day.  If  economics 
change,  or  the  third-party  payers  change,  or 
the  State  hospital  system  changes,  there  may 
not  be  enough  room  in  the  VA  system  to 
handle  the  slack. 

Outpatient  care  is  easier  to  do  for  serv- 
ice-connected veterans  for  whom  the  lobbies 
are  strong  and  effective,  as  the  question  of 
eligibility  in  the  VA  system  is  always  under 
debate.  If  the  VA  stops  taking  care  of  non- 
service-connected veterans,  the  State  systems 
are  going  to  find  themselves  with  a new  and 
diverse  group  of  patients. 

One  of  the  difficulties  in  closing  State  men- 
tal hospitals  and  moving  to  a community  sys- 
tem has  been  resistance  from  employees  who 
have  worked  for  years  in  the  asylum  and  pre- 
fer not  to  work  in  a radically  different  setting 
in  the  community.  Personnel  selection  for  a 
community  project  discussed  by  the  panel  was 
reviewed.  Essentially  a transplanted  mental 
hospital  ward  staff  was  used.  Handpicking  the 
staff  that  went  to  the  community  would  have 
been  preferred,  but  that  luxury  was  impos- 
sible, because  the  State  hospital  worked  on  the 
union  system.  The  jobs  to  be  filled  in  the  com- 
munity were  advertised,  and  the  aides  in  the 
hospital  could  sign  up  for  those  positions  on 
the  basis  of  seniority. 

The  relocated  staff  members  were  trained 
for  working  in  the  community  through  role 
playing  and  then  by  actually  starting  the  pro- 
gram. A professional  staff  member  and  a 
paraprofessional  would  go  out  together,  try 
something,  and  then  come  back  and  talk  about 
the  experience.  The  former  hospital  staff 
worked  exceptionally  well  in  the  community. 
These  people  were  interested  in  working  with 
chronic  patients  and  knew  how  to  work  with 
them.  In  fact,  they  worked  better  with  them 
than  staff  in  a local  mental  health  center  who 
preferred  to  do  verbal  psychotherapy  with 
patients.  The  program's  psychiatric  aides  re- 


ported that  they  were  finally  able  to  do  some- 
thing that  made  a difference,  rather  than  just 
maintenance  tasks. 

Discussion  then  turned  to  the  issues  involved 
in  actually  closing  an  institution.  Such  an  ac- 
tion requires  an  individual  service  plan  for 
each  employee.  It  is  almost  as  difficult  and 
needs  as  much  individualized  planning  with  the 
staff  members  as  with  the  patients,  and  that 
generally  means  trying  to  find  them  other 
jobs,  either  elsewhere  in  the  mental  health 
sector  or  in  other  sectors  of  the  State  Gov- 
ernment such  as  community  colleges. 

The  political  ramifications  of  shutting  down 
a State  hospital  are  considerable.  Experienced 
administrators  advise  that  State  officials  be 
shown  firsthand  the  reasons  for  closing  a fac- 
ility. One  such  visit  by  a Governor  to  a State 
hospital  under  recommendation  of  closure  was 
described  for  the  conference  participants. 

The  Governor,  walking  through  the  hospital, 
did  not  have  to  be  a psychiatrist  to  see  that 
the  kind  of  care  being  delivered  was  not  what 
the  patients  needed,  and  that  it  was  not  just 
because  of  the  staff  or  the  patient  ratio.  Fun- 
damentally, the  hospital  was  trying  to  teach 
people  how  to  take  care  of  themselves  in  an 
environment  that  was  almost  irrelevant  to 
their  own. 

He  could  see  that  the  patients  would  prob- 
ably be  there  for  a long  time  if  something  was 
not  changed;  he  could  also  see  that  the  costs 
of  the  State  hospitals  were  going  to  continue 
to  skyrocket.  Once  the  Governor  was  per- 
suaded that  costs  were  not  going  to  stop,  he 
began  to  think  that  other  alternatives  were 
interesting.  He  was  told  that  alternatives 
would  represent  a large  investment  euid  that 
the  State  was  not  going  to  save  money  initi- 
ally. But  his  firsthand  exposure  had  proved  the 
need  for  change. 

Some  participants  were  troubled  by  the  as- 
sumption that  State  hospitals  are  more  or  less 
an  unmitigated  evil.  They  did  agree  that  as  a 
training  area  for  reentry  to  the  community,  a 
State  facility  is  not  very  effective.  Individuals 
cannot  be  trained  to  be  without  any  guid5uice 
in  a situation  where  they  have  very  little  to  do 
for  themselves. 

Some  programs  have  no  doubt  been  crucial 
to  get  people  out  of  State  hospitals,  but  there 
Ls  in  fact  a need  for  chronic  custodial  care.  A 
place  is  still  needed  for  a fair  number  of  peo- 
ple who  simply  cannot  get  along  in  a complex 
society,  a place  that  is  humane  and  reasonably 
comfortable.  This  need  has  been  very  much 
confvised  by  the  right-to-treatment  issues  and 
related  problems.  There  should  be  a right  to 
proper  treatment,  but  a right  to  definitive 
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treatment  does  not  pertain,  because  definitive 
treatments  for  that  population  does  not  exist. 
The  question  therefore  arises  whether  the 
State  hospital  is  not  vzistly  more  effective, 
efficient,  and  humane  than  many  of  the  al- 
ternatives that  have  been  used.  This  is  a spe- 
cial population  that  will  probably  alwajrs  exist. 
The  notion  that  these  people  will  be  cared  for 
in  general  hospitals  is  naive,  inappropriate, 
and  incredibly  expensive. 

One  of  the  troubles  of  the  asylum  era  for 
about  100  years  was  that  everybody  who  de- 
veloped the  earliest  symptom  of  mental  illness 
was  to  be  put  in  the  asylum  immediately.  No 
distinction  was  mad(i  as  to  the  acuteness  or 
chronicity  or  even  diagnosis.  The  idea  was  that 
an  asylum  was  appropriate,  and  the  earlier  a 
person  could  leave  the  offending  environment 
and  ent(jr  the  asylum,  the  better,  and  the 
longer  he  or  she  could  be  away  in  this  more 
ideal  situation,  the  better  it  was  for  the  pa- 
tient. 

The  whole  deinstitutionalization  movement 
similarly  has  failed  to  make  distinctions 
among  patients  regarding  the  number  who  re- 
quire long-term  chronic  ciistodial  care.  A 
strong  need  persists  for  sisylum  and  for  ter- 
tiary care  as  well-  that  is,  for  persons  who 
are  too  disorganized  or  too  violent  to  be  cared 
for  in  anything  but  a relatively  secure  facility, 
more  secure  than  an  involuntary  unit  at  a 
general  hospital  or  an  intermediate  care  fa- 
cility with  locked  doors.  The  deinstitution- 
alization movement  has  unfortunately  just 
moved  the  locus  of  the  snakepit  for  a lot  of 
patients.  It  seems  that,  the  separation  of  the 
severely  mentally  ill  from  the  general  health 
care  system  has  been  one  of  the  reasons  why 
the  most  disabled  or  disturbed  mentally  ill 
have  not  gotten  their  fair  share  of  the  large 
amount  of  money  that  has  come  into  the 
health  care  system. 

Discussion  progressed  to  the  financial  as- 
pects  of  mental  health  and  the  insurance  in- 
dustry. Most  discharged  State  hospital  patients 
are  Medicare  or  Medicaid  recipients.  After  the 
Medicare  or  Medicaid  patient  has  used  up  180 
days  of  inpatient  psychiatric  care,  he  or  she 
can  go  into  a general  hospital  and  still  be 
treated.  But  the  limit  on  psychiatric  care  is 
180  days,  after  which  they  revert  to  the  State 
system. 

On  the  other  side  is  the  private  insurance 
industry.  Seldom  does  it  see  a claim  from  a 
privately  insured  patient  in  a State  hospital. 
These  individuals  are  in  the  private  psychiatric 
hospitals  that  have  multiplied  rapidly  in  the 
peist  5 to  6 years.  Patients  with  private  cov- 
erage generally  enter  State  hospitals  only 


when  the  optimum  care  has  been  fruitless,  a 
custodial  level  of  care  is  underway,  and  ben- 
efits are  about  to  be  cut  off. 

Insurance  coverage  for  mental  health  care 
hcis  expanded  in  recent  years,  aiding  in  the 
rapid  growth  in  psychiatric  hospitals.  These 
facilities  have  not  grown  to  meet  the  needs  of 
Medicare  and  Medicaid  patients;  they  are  re- 
sponding to  the  need  from  the  private  sector 
with  good  coverage. 

Many  Blue  Cross  plans  have  a day  limit  of 
perhaps  60  days.  If  60  days  in  a private  psy- 
chiatric hospital  fail  to  resolve  a patient's 
problem,  that  individual  may  well  enter  the 
State  system.  Health  maintenance  organiza- 
tions (HMOs)  often  limit  their  mental  health 
coverage  to  a few  visits  with  a social  worker 
and  scanty  provisions  for  hospitalization. 
There  are  also  community  mental  health  cen- 
ters using  former  patients,  without  creden- 
tials, as  therapists  and  billing  full  psychiatric 
fees  for  them. 

The  State  hospital  appears  to  be  the  mental 
health  safety  net  for  people  who  lose  their 
private  sources  of  support  for  general  hospital 
care,  private  mental  hospital  care,  private 
office  care,  or  some  alternative.  Thai,  is  a 
very  interesting  public  policy  dilemma  and 
also  one  of  the  strong  reasons  why  the  State 
hospital  system  exists  despite  all  the  research 
evidence  on  its  cost  inefficiency:  the  need  for 
some  sort  of  safety  net,  given  the  great 
disparity  in  support  for  inpatient  psychiatric 
services  for  various  people. 

A more  fundamental  issue  is  whether  fee- 
for-service,  third-party  private  insurance  can 
support  the  needs  for  treatment  of  the  long- 
term mental  patient.  Private  insurance  rep- 
resentatives think  the  industry  can  handle 
even  long-term  care  for  mental  illness  if 
abuses  are  eliminated.  Money  being  drained 
off  on  unnecessary  care  is  taking  away  from 
those  who  need  care. 

The  question  of  using  the  financing  mecha- 
nism to  help  make  the  transition  to  commu- 
nity-based care  was  raised.  It  was  agreed  that 
closing  hospitals  costs  as  much  if  not  more 
than  alternatives.  Yet  someone  has  to  care  for 
the  chronically  mentally  ill;  they  are  not  pro- 
ducing anyt.hing  that  would  allow  self-suf- 
ficiency. The  private  sector  cannot  really 
chamge  the  public  sector,  but  the  private  sec- 
tor can  lead  in  having  the  kind  of  coverage 
that  encourages  appropriate  care  in  the  first 
place. 

The  insurance  program  for  the  military 
services,  which  reported  fewer  patient  epi- 
sodes but  sicker  patients  since  1979,  was  dis- 
cussed in  light  of  this.  The  Civilian  Health  and 


32 


Medical  Program  of  the  Uniformed  Services 
(CHAMPUS)  provides  an  \musual  program  in 
that  no  limits  on  care  are  made.  Theoretically, 
any  CHAMPUS  patient  in  a State  hospital 
could  get  paid  for  indefinitely  out  of  the 
CHAMPUS  program.  There  do  not  appear  to  be 
fewer  sick  people  in  the  military  population, 
retired  and  on  active  duty,  than  anywhere 
else,  but  few  CHAMPUS  beneficiaries  are 
found  in  State  hospitals. 

Part  of  this  situation  is  due  to  the  compe- 
titiveness and  availability  of  private  psychi- 
atric hospitals.  An  additional  factor  is  the 
effective  peer  utilization  review  system  that 
CHAMPUS  has  had  in  place  since  1979,  which 
has  cut  down  on  excesses  in  mental  health 
services.  CHAMPUS  believes  that  peer  review 
can  be  used  to  contain  costs.  Limited  data  on 
the  system  show  that,  even  though  it  is  at  a 
developmental  stage  and  therefore  more  ex- 
pensive, the  system  is  cost-effective  and 
cost-beneficial,  looking  at  quality  of  care  as 
well.  Aetna  heis  picked  up  on  the  peer  review 
idea  with  its  contract  with  the  American 
Psychiatric  Association. 

It  has  been  suggested  that  peer  review's 
main  advantage  may  be  not  in  actually  re- 
ducing any  given  patient  stay,  but  in  the  "halo 
effect"  it  creates;  because  of  the  peer  review, 
patients  are  closely  scrutinized  as  to  their 
length  of  stay. 

Peer  review  has  been  the  subjeot  of  few 
studies.  Experienee  in  psyohiatrio  purity  in 
this  eountry  is  limited,  and  programs  like 
CHAMPUS  have  not  really  analyzed  data  ef- 
feetively  and  then  published  their  findings. 
Beeause  many  of  these  programs  are  devel- 
opmental, of  eourse,  they  are  going  to  be 
expensive. 

Different  kinds  of  peer  review  are  in  use  as 
well.  CHAMPUS  relies  primarily  on  a kind  of 
global  retrospective  review,  but  knows  that 
focus  review  could  probably  save  money.  The 
insurer's  (CHAMPUS)  future  concurrent 
utilization  review  will  blend  in  a peer  aspect 
concurrent  review  to  achieve  greater  cost- 
efficiency. 

An  article  in  the  American  Journal  of  Psy- 
chiatry (Sharfstein  1982)  proposed  a model  of 
a local  initiative,  community- based,  prepaid 
approach  to  the  delivery  of  mental  health 
services,  particularly  focused  on  the  long- 
term patient.  It  suggests  that  a variety  of  or- 
ganizations, private  and  public,  community 
mental  health,  loniversity-based  services,  and 
others  will  find  the  time  is  now  right  to  take  a 
proactive  stand  in  developing  a package  of 
services  for  the  long-term  disabled  covered  by 
Medicaid  and  then  going  to  Medicaid  for  a 


waiver  to  provide  them.  They  can  go  to  the 
State  agency  and  contract  on  a prepaid  basis 
for  total  care  similar  to  that  provided  by  an 
HMO,  being  at  risk  for  hospitalization  as  well, 
and  put  together  a delivery  package  that 
strongly  emphasizes  day  treatment,  home 
care,  ambulatory  care,  and  hospitalization 
only  as  last  resort  and,  as  appropriate,  inten- 
sive. This  approach  also  has  within  it  a capa- 
city for  longer  term  asylum  care. 

TTie  Massachiisetts  Mental  Health  Center  in 
Boston,  for  example,  has  entirely  reorganized 
its  service  and  is  developing  some  of  these 
prepaid  contracts  with  Blue  Cross  and  Blue 
Shield,  very  much  along  this  model.  All  of 
their  patients  are  being  admitted  to  1-  or  2- 
day  treatment  services.  Their  longer  term 
residential  capacity  is  run  by  a psychiatric 
social  worker,  and  a 20-bed  intensive  care  unit 
and  a medical  psychiatric  intensive  care  unit 
are  available  for  other  categories  of  patients. 
This  program  is  trying  to  develop  a prepaid 
kind  of  approach.  Ideally,  a variety  of  commu- 
nity agencies  could  compete  with  each  other 
or  even  with  the  patients  themselves  if  the 
patients  have  vouchers  to  deliver  a certain 
kind  of  care. 

In  discussion  of  hospitalization  for  mental 
health  reasons,  participants  agreed  that  a 
certain  number  of  patients  need  inpatient  care 
over  a long  period  of  time,  but  that  that  is  not 
the  number  now  hospitalized  by  a wide  margin, 
and  the  cost  of  the  difference  is  considerable. 
The  present  reimbursement  system  pays  for 
everything  in  hospitalization  and  requires  co- 
payments for  outpatient  care.  There  should 
instead  be  incentives  for  this  alternative  out- 
patient care  or  for  residential  care  outside  the 
typical  hospital.  This  system  should  work 
better  and  cost  less. 

Many  patients  can  be  treated  better  in  the 
community  for  a while,  but  then  may  need  the 
hospital.  Other  patients  need  the  hospital  for  a 
while,  and  may  then  need  the  community.  An 
incentive  system  should  ensiare  that  clients 
can  get  the  kind  of  treatment  that  is  best  for 
them,  and  more  research  is  certainly  needed 
to  know  what  kind  of  treatment  is  best  for 
whom. 

The  current  system  for  financing  mental 
health  care  for  the  chronic  population  miti- 
gates against  the  construction  of  an  appropri- 
ate continuum  of  care.  Participants  raised  the 
question  of  Medicaid  reimbursement  with  re- 
gard to  nursing  homes  and  their  questionable 
definition  as  institutions  for  mental  diseases. 
Nursing  homes  were  in  fact  part  of  an  attempt 
to  develop  a continuum  in  the  absence  of  more 
appropriate  public  policy.  Even  with  a suitable 
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continuum  of  care,  however,  a percentage  of 
chronic  patients  will  never  want  to  avail 
themselves  of  that  care.  They  appear  in  the 
newspapers  every  day. 

Panelists  criticized  the  frequently  heard 
statement  that  the  community  alternative  is 
cheaper  and  better,  and  the  hospitals  should 
therefore  be  closed.  They  cautioned  persons 
who  are  not  mental  health  professionals 
against  the  notion  that,  with  day  treatment 
centers  and  social  work  in  psychiatry  in  the 
community,  "those  ugly  hospitals"  could  be 
eliminated. 

Whatever  one  thinks  about  the  ultimate 
destiny  of  State  hospitals,  almost  everyone 
agrees  that  large  numbers  of  people  do  not 
belong  there,  and  almost  everyone  agrees  that 
the  community  system,  right  now,  does  not 


have  the  fiscal  incentives  to  provide  the  kind 
of  continuity  of  care  that  is  indicated.  With 
agreement  on  those  two  issues,  discussion  can 
proceed  to  creating  fiscal  incentives  instead 
of  deciding  whether  the  State  hospital  should 
or  should  not  exist. 
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Chapter  8 


Cost  Considerations  About  Mental  Health  Treatment  Modalities 


Zebulon  Taintor,  M.D. 


This  chapter  and  those  that  follow  in  part  II 
focus  on  specific  modalities  rather  than  at- 
tempting to  cover  the  treatment  field  as  a 
whole.  Examples  of  the  vast  literature  on 
treatment  to  be  provided  include:  (1)  what  can 
be  therapeutic  about  settings,  (2)  the  possible 
impact  of  a new  technology  (lithium),  (3)  new 
findings  on  psychotherapy  research  (an  old 
technology  continually  being  developed),  and 
(4)  difficulties  in  generalizing  from  research 
findings  to  practice. 

Research  and  Residential  Care  in 
Schizophrenia 

Some  studies  indicate  that  nonchronic 
schizophrenics  tend  to  get  modest  advantages 
from  longer  term  initial  hospitalizations, 
shown  in  followup  evaluations  of  posthospital 
function  (Mattes  et  al.  1977;  Click  and  Har- 
greaves 1979). 

A major  study  involving  10  day  treatment 
centers  at  Veterans  Administration  hospitals 
has  found  that  schizophrenic  patients  assigned 
to  day  hospital  treatment,  as  contrasted  with 
those  receiving  drugs  alone,  had  fewer  re- 
lapses and  better  results  in  social  functioning 
and  attitudinal  cheinges.  The  study  demon- 
strated marked  differences  in  effectiveness 
among  the  10  day  treatment  centers  sttidied, 
with  more  effective  centers  having  longer 
lengths  of  stay  (Linn  et  al.  1979). 

It  may  be  that  longer  stay  is  useful  for 
promoting  engagement  of  schizophrenic  pa- 
tients with  aftercare  programs  (Mattes  et  al. 
1977;  Click  and  Hargreaves  1979;  May  et  al. 
1981;  Alanen  et  al.  unpublished).  Effective 
short-term  wards  seem  to  require  milieu 
characteristics  (e.g.,  high  control,  low  ex- 
pression of  feeling,  low  support)  that  are  dif- 
ferent from  and  probably  incompatible  with 
the  characteristics  of  effective  long-term 


wards  (Ellsworth  et  al.  1972;  Moos  et  al.  1973). 
Studies  of  institutional  treatment  underscore 
the  schizophrenic  patient's  need  for  stable, 
gradually  tapering,  long-term  support  (see  also 
Kellman  et  al.  1967). 

Milieu  treatment  for  nonchronic  schizo- 
phrenic patients  over  3 to  6 months  has  been 
found  to  be  as  good  or  even  better  than  drug- 
treating comparable  nonchronic  patients 
(Coldstein  et  al.  1975;  Mosher  and  Cunderson 
1979;  Cunderson  and  Comes-Schwartz  1980; 
Mosher  and  Keith  1980).  Milieu  process  vari- 
ables have  been  correlated  with  tenure  in  the 
community  (Ellsworth  1983;  Liberman  1983). 
What  seem  to  make  these  milieus  therapeutic 
are:  (1)  distribution  of  power  in  decision- 
making authority,  (2)  use  of  peers  with  an  em- 
phasis on  establishing  new  and  corrective  re- 
lationships, (3)  a high  sense  of  involvement 
obtained  through  frequent  staff/patient  and 
patient/patient  interaction  and  a tight  sense 
of  community,  (4)  an  enthusiastic  and  hopeful 
attitude — extending  to  a view  of  psychosis  2is 
a time-limited  experience  from  wldch  learning 
can  take  place,  and  (5)  a high  staffing  ratio,  a 
small  6-  to  8-bed  unit,  and  a minimum  length 
of  stay  of  3 months. 

The  characteristics  of  a therapeutic  milieu 
are  different  for  chronic  patients.  A compar- 
ison of  social  learning  versus  a therapeutic 
community  program  showed  more  dramatic 
reduction  of  psychopathology  and  less  dan- 
gerous and  aggressive  behavior  (Paul  and 
Lentz  1977).  The  most  obvious  beneficial 
characteristic  of  the  social  learning  progrzun 
is  structure:  clarity  of  roles,  expectations, 
consequences,  leadership,  and  responsibilities. 
Structure  helps  in  dealing  with  aingry  behavi- 
oral disruptions.  Application  of  structure  was 
flexibly  sensitive  to  individual  differences, 
sustaining  the  degree  aind  type  of  environ- 
mental stimulation  or  demand  at  a tolerable 
and  useful  level  for  each  patient.  A chronic 
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patient  seems  less  able  to  tolerate  environ- 
ments with  high  interpersonal  demands  or  un- 
predictability without  regression  to  disruptive 
behaviors. 

The  study  of  day  treatment  centers  found 
that  the  six  effective  day  treatment  milieu 
programs  for  chronic  patients  offered  less 
active  group  and  family  intervention  programs 
(Linn  et  al.  1979).  The  only  form  of  specific 
therapy  that  appezired  to  correlate  positively 
with  effectiveness  was  occupational  therapy. 
There  is  a deemphzisis  on  approaches  that  (1) 
ask  chronic  patients  to  examine  their  motives 
and  the  historical  antecedents  to  their  condi- 
tion or  (2)  require  emotional  involvement. 

These  factors  are  often  neglected  in  eco- 
nomic analyses  of  treatment  programs  in 
various  settings,  but  probable  cost  implica- 
tions will  be  drawn. 

Economic  Aspects  of  Psychopharmacologic 
Agents 

The  hypothesis  has  been  advanced  that 
economic  benefits  are  gained  by  the  availa- 
bility of  new,  increeisingly  effective  psycho- 
pharmacologic agents.  These  economic  bene- 
fits are  believed  to  accrue  in  two  forms.  First, 
psychopharmacologic  agents  are  believed  to 
permit  treatment  in  less  expensive  settings  by 
ameliorating  the  severity  or  shortening  the 
course  of  illness.  Second,  effective  psycho- 
pharmacologic agents  are  believed  to  enhance 
social  and  occupational  productivity  by  im- 
proving mental  health,  thereby  permitting 
return  to  productive  work,  facilitating  more 
efficient  productivity,  and  decreasing  public 
assistance  costs.  Thus,  the  effects  of  new 
psychopharmacologic  agents  are  both  reducing 
the  cost  of  previously  required  mental  health 
care  and  enhancing  productivity  of  the  pre- 
viously ill  patient. 

Although  most  effective  psychopharmaco- 
logic agents  can  be  viewed  as  providing  these 
economic  or  cost-effective  benefits,  lithium 
heis  been  advanced  as  the  prototypal  agent. 
Lithium  has  been  selected  as  the  focal  treat- 
ment for  several  cost-effectiveness  studies 
becaiase  of  its  low  cost  and  its  dramatic  suc- 
cess in  treating  and  also  preventing  the  re- 
ctirrence  of  the  seriously  disabling  psychiatric 
disorder,  bipolar  affective  disorder  (manic- 
depressive  illness).  Prior  to  lithium,  recurrent 
episodes  of  depression  and  mania,  usually 
lasting  several  months,  were  treated  with 
numerous  prolonged  hospitalizations,  multiple 
courses  of  psychotherapy,  pharmacotherapy, 
or  electroconvulsive  therapy.  Manic  episodes 


and  major  depressive  episodes  usually  restilt  in 
considerable  impairment  in  both  occupational 
and  social  functioning. 

Persons  with  bipolar  affective  disorder  do 
strikingly  well  on  outpatient  lithium  mainte- 
nance. NIMH-sponsored  studies  indicate  that 
long-term  administration  of  lithium  in  bipolar 
illness  will  lead  to  a 60-  to  80-percent  reduc- 
tion in  time  spent  in  abnormal  mood  states  and 
a 40-  to  50-percent  reduction  in  the  number 
of  patients  suffering  a recurrence.  If  several 
ongoing  studies  confirm  the  prophylactic  ef- 
ficacy of  lithium  in  major  unipolar  depressive 
disorders,  the  impact  of  lithium  will  be  even 
greater. 

Furthermore,  the  introduction  of  lithium  as 
an  effective  pharmacologic  treatment  stimu- 
lated the  development  of  cost-efficient  treat- 
ment settings  in  which  patients  could  be  best 
managed  on  lithium.  Affective  disorders  clin- 
ics specializing  not  only  in  a range  of  pharma- 
cotherapies, but  in  nonbiological  treatment 
modalities  as  well,  should  be  studied  to  deter- 
mine their  effect  on  the  costs  of  treatment  of 
manic-depressive  illness. 

The  principal  problem  with  studies  on  an 
effective  new  technology  is  the  specification 
of  the  otherwise  might-have-been  (counter- 
factual)  sitxxation  against  which  savings  are 
measured.  What  would  have  happened  if  lith- 
ium treatment  had  not  been  given?  Lithium 
will  be  used  as  an  example  to  review  counter- 
factual  methodological  issues,  and  the  argu- 
ment will  be  presented  that  use  of  lithium  for 
manic-depressive  illness  has  resulted  in  saving 
$4  billion  (1969-80)  that  wotild  have  been 
spent  on  other  forms  of  treatment  or  in  lost 
productivity  (Reifman  and  Wyatt  1980). 

Some  considerations  about  the  tise  of  lith- 
ium should  be  borne  in  mind  when  considering 
other  medications:  (1)  The  United  States  was 
the  47th  country  to  adopt  the  use  of  lithium 
salts  for  treating  manic-depressive  illness. 
Savings  could  have  been  higher.  (2)  The  costs 
of  developing  medications,  paying  inflated 
prices  for  them  through  the  patent  period,  and 
of  long-term  adverse  effects  are  significant 
for  some  other  medications.  Lithium  is  an 
"orphan"  medication,  since  is  is  not  patented. 

However,  some  results  relate  to  other  phar- 
macological or  combined  treatments  using 
pharmacology,  such  as  McGlothlin's  finding 
that  the  economic  loss  of  closing  down  a 
methadone  clinic  was  marked  (in  addition  to 
the  detrimental  effects  on  patients),  despite 
the  initiation  of  a special  narcotics  task  force, 
the  high  price  and  low  purity  of  heroin,  and 
concern  about  prolongation  of  addiction  ca- 
reers (McGlothlin  and  Anglin  1981).  These 
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findings  are  consistent  with  recent  reports  on 
the  efficacy  of  several  modalities  for  alcohol 
and  drug  abuse  treatment  involving  742  pa- 
tients in  six  programs,  finding  that  patients 
improve  following  treatments  and  that  im- 
provements are  pervasive  and  most  likely  a 
result  of  treatment.  Improvements  were  noted 
in  alcohol  and  drug  use,  emplojnnent,  criminal 
behavior,  and  psychological  function  (McClel- 
lan et  al.  1982).  These  findings  were  more 
positive  depending  on  the  length  of  treatment 
and  commitment  to  that  treatment,  a finding 
similar  to  that  noted  in  the  massive  evaluation 
of  drug  abuse  treatment  by  Sells  (1974)  and 
Sells  and  Simpson  (1976). 

Evolution  of  Psychotherapeutic 
Approaches 

Psychotherapeutic  approaches  zind  practices 
change,  posing  problems  for  policymakers  who 
find  they  are  dealing  with  moving  targets. 
There  is  a welter  of  different  approaches, 
problems  of  conflicting  views  of  etiology  of 
disorders,  and  how  treatments  should  evolve. 
A treatment  may  start  out  in  a relatively  pure 
form  and  later  may  (1)  continue  to  be  used  in 
spite  of  the  advent  of  new  treatments,  (2)  be 
modified  to  a less  extreme  approach,  (3)  be 
amalgamated  in  practice  with  other  treat- 
ments, and  (4)  be  combined  in  a multimodal 
approach.  Writings  on  research  often  continue 
to  treat  modalities  as  though  they  were  pure 
forms,  discovering  limitations  to  the  pure 
forms,  even  though  the  pure  forms  may  no 
longer  be  practiced.  Greater  attention  should 
be  paid  to  the  integration  of  various  etiolog- 
ical and  treatment  models. 
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Chapter  9 


Cost  Considerations  in  Psychotherapy 


Morris  B.  Parloff,  Ph.D. 


The  discussion  of  costs  related  to  psycho- 
social treatment  of  mental  disorders  and  re- 
lated mental  health  problems  will  encompass 
clinical  and  research  data  emd  also  will  con- 
sider social,  ethical,  political,  and  general 
economic  factors.  While  NIMH  does  not  lack 
insight  and  opinions  in  each  of  these  areas,  it 
has  unique  responsibility  and  special  compe- 
tence primarily  in  the  area  of  treatment  re- 
search evidence.  This  document  will  therefore 
focus  primarily  on  highlighting  outcome  re- 
search data  dealing  with  the  psychosocial 
treatment  modality,  i.e.,  psychotherapy,  be- 
havior therapy,  humanistic  therapy,  etc. 

It  must  be  recognized  at  the  outset  that 
direct  evidence  of  the  relative  cost-benefit  or 
the  cost-effectiveness  of  particular  psycho- 
social treatment  forms  is  not  yet  available 
(Office  of  Technology  Assessment  1980).  Re- 
search evidence,  however,  may  serve  to  ad- 
dress, even  if  it  does  not  completely  answer, 
some  of  the  policymaker's  concerns. 

Unless  there  is  evidence  that  psychological 
therapies  provide  effective  treatment  of 
clinically  significant  mental  health  problems, 
the  question  of  their  costs  and  potential  for 
reimbursement  becomes  moot.  The  general 
issue  of  effectiveness  of  psychosocial  treat- 
ments may  be  addressed  by  examining  re- 
search stia^es  designed  to  answer  one  or  more 
of  four  questions:  (1)  Is  psychotherapy  better 
than  no  therapy?  (2)  What  psychotherapies  eire 
particularly  effective  with  what  kLads  of 
problems?  (3)  Is  psychosocial  treatment  the 
preferred  treatment  modality  with  partic\alar 
problems?  (4)  Is  psychotherapy  useful  in  com- 
bination with  other  treatment  modalities?  The 
einswers  to  these  questions  will,  it  is  hoped, 
inform  the  present  discussion  of  costs. 

Is  Psychotherapy  Better  Than  No  Therapy? 

In  the  1950s  and  early  1960s,  serious  doubts 
were  expressed  as  to  whether  the  effects  of 


psychotherapies  (then  available)  were  demon- 
strably more  beneficial  than  the  effects  of 
spontaneous  remission — i.e.,  the  mere  paissage 
of  time  (Eysenck  1952,  1965,  1969;  Levitt 
1963).  By  the  early  1970s,  reviewers  of  the 
accumulated  research  literature  reported  firm 
evidence  that  the  tested  psychotherapies  were 
better  than  no  therapy:  however,  the  overall 
potency  of  such  therapies  was  judged  to  be 
quite  modest  (Bergin  and  Lambert  1978).  More 
recently,  the  application  of  an  advanced  sta- 
tistical method  to  a more  extensive  compila- 
tion of  outcome  research  permits  the  conclu- 
sion that  psychological  treatment  effects  are 
unequivocally  powerful  (Smith  and  Glass  1977; 
Smith  et  al.  1980). 

The  most  comprehensive  review  of  all  pub- 
lished and  unpublished  controlled  studies  of 
the  efficacy  of  psychotherapies  was  prepared 
by  Smith  and  colleagues  (1980).  They  reported 
that,  based  on  a statistical  (meta-analysis) 
approach  to  the  literature  that  converts  each 
outcome  mesisure  to  a common  metric,  the 
overall  effects  of  psychotherapy  appear  to  be 
quite  profo\md.  The  average  patient  who  re- 
ceived therapy  was  better  off  at  the  end  of 
treatment  than  were  80  to  85  percent  of  com- 
parable patients  who  did  not  receive  such 
treatment.  Stated  another  way,  individuals  at 
the  50th  percentile  of  the  untreated  popula- 
tion could  expect  to  rise  to  the  85th  percentile 
of  that  population  after  undergoing  treatment. 
By  any  reasonable  standard,  the  overall  impact 
of  psychotherapy  may  be  described  as  sub- 
stantial. 

This  evidence  is  strongly  supportive  of  the 
general  value  of  psychological  services  broadly 
considered.  It  may  be  appropriately  inferred 
that  relief  from  disruptive  and  debilitating 
symptoms  affords  direct  and  indirect  financial 
and  social  benefits  to  the  individual,  the  fam- 
ily, the  community,  and  the  Nation. 

Nevertheless,  recognizing  that  the  cost- 
containment  issue  requires  documentation,  the 
practitioner  and  researcher  have  attempted  to 
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provide  additional  evidence  that  psychother- 
apy in  general  provides  an  economic  benefit  in 
terms  of  cost  offset  as  well.  They  have  shown, 
for  example,  that  patients  who  are  exposed  to 
psychotherapy  (usually  in  HMO  settings)  for 
even  brief  periods  of  treatment  (1  to  8 ses- 
sions) tend  to  reduce  their  use  of  medical 
services.  Other  efforts  have  adduced  evidence 
that  patients  diagnosed  as  suffering  from  a 
physical  and  a mental  disorder  concurrently 
and  treated  for  both  disorders  tend  to  reduce 
medical  use  more  quickly  than  do  patients 
diagnosed  as  suffering  only  the  identical  phys- 
ical disorder  (Mumford  et  al.  1979).  Similarly, 
it  has  been  shown  that  mental  health  services 
provided  to  surgical  or  coronary  patients  tend 
to  reduce  their  periods  of  hospitalization 
(Mumford  et  al.  1982). 

However,  cost-benefit  assessment  (CBA) 
and  cost-effectiveness  assessment  (CEA) 
within  and  across  modalities  have  not  yet  been 
systematically  undertaken.  It  must  be  recog- 
nized that,  even  when  such  information  be- 
comes available,  the  determination  of  costs, 
benefits,  and  effectiveness  will  depend  on  the 
vantage  point  taken — that  of  patient,  hospital, 
insurer,  or  the  economy  ais  a whole.  Results 
viewed  as  favorable  for  one  party  may  not  be 
advantageous  to  another  party.  In  addition, 
CBA  and  CEA  will  be  affected  by  the  criteria 
and  measures  adopted:  symptoms,  social  ad- 
justment, personality  change,  pervaisiveness  of 
change,  durability  of  change,  acceptability  to 
patients,  availability  of  treatments,  etc. 

What  Psychotherapies  Are  Particulariy 
Effective  With  What  Kinds  of  Problems? 

Based  on  literature  reviews  independently 
conducted  by  Garfield  (1980),  Bergin  and  Lam- 
bert (1978),  Luborsky  and  associates  (1975), 
and  Meltzoff  and  Komreich  (1970),  it  appears 
that  the  following  classes  of  disorders  are  ef- 
fectively, albeit  comparably,  treated  by  all 
tested  psychotherapies:*  ambtilatory  non- 
psychotic  depressions;  mild  to  moderate  an- 
xieties, fears,  and  simple  phobias;  compul- 
sions; sexual  dysfunctions;  reactions  to  de- 
velopmental crises  of  adolescence,  midlife. 


♦For  a variety  of  reasons,  a systematic  compari- 
son of  the  relative  effectiveness  of  the  available 
psychotherapies  is  not  yet  available.  No  formal 
mechanism  exists  for  systematic  premarketing 
assessment  of  new  psychotherapies  or  those  already 
on  the  market.  NIMH,  a research  organization,  does 
not  have  nor  does  it  seek  regulatory  authority  or 
responsibility  necessary  to  assess  the  efficacy 
and  safety  of  the  current  200-plus  brands  of  psy- 
chosocial treatments.  Cooperation  of  the  practi- 


and  aging;  and  problems  of  everyday  life  such 
as  vocational  and  marital  adjustment  (see 
Sloane  et  al.  1975).  The  conclusion  that  these 
disorders  are  equally  benefited  by  a wide 
range  of  therapies  is,  of  course,  not  readily 
accepted  by  devotees  of  particular  schools  of 
therapy.  Indeed,  the  "Dodo  bird"  verdict  seems 
to  be  quite  premature:  Even  if  everyone  has 
won,  it  is  likely  each  will  not  have  a prize. 

If,  eis  has  been  suggested  by  current  re- 
seairch  evidence,  all  psychotherapeutic  prac- 
tice appears  to  be  effective,  and  equally  ef- 
fective, then  the  criterion  of  relative  cost 
may  take  on  considerable  weight  in  the  minds 
of  those  responsible  for  reimbursement  policy. 
It  might  seem  self-evident  that,  since  brief 
psychotherapy  is  less  costly  than  long-term 
psychotherapy  and  all  therapies  are  effective, 
short-term  behavior  therapy  (or  drug  therapy) 
is  preferable  to  long-term  psychoanalysis.  It  is 
important,  however,  to  recognize  that  the 
prerequisite  studies  using  comparable  criteria 
and  measures  of  outcome  and  costs  are  rare,  if 
not  absent.  The  existing  reseairch  evidence, 
which  does  not  zidequately  aissess  the  kinds  of 
change  claimed  to  be  unique  to  the  longer  and 
more  intensive  psychotherapies,  does  not 
permit  concltisions  regarding  relative  cost- 
benefit  or  cost-effectiveness.  In  the  light  of 
the  blanket  positive  results  but  the  absence  of 
measures  of  discriminating  kinds  of  benefit, 
the  field  is  continuing  its  research  into  pos- 
sible mechanisms  and  processes  of  change. 

Some  have  also  reeisoned  that  if  all  thera- 
pies are  eqxially  effective,  then  all  may  shaire 
common  elements.  This  hypothesis  is  consis- 
tent with  recent  findings  regarding  the  mech- 
anism of  change  shared  by  various  treatments 
effective  with  phobic  anxiety,  phobic  avoid- 
ance, and  compulsive  ritxaals  (rituals  alone  or 
in  combination  with  obsessional  thoughts).  The 
useful  procedures  appear  to  involve  assisting 
the  patient  to  undergo  prolonged  exposure  to 
fear-inducing  situations,  thoughts,  or  images. 

That  clearly  different  techniques  for  treat- 
ing a particular  disorder  may  be  judged  equally 
beneficial  is  suggested  by  the  reported  success 
of  two  quite  different  psychosocial  treatments 
of  the  major  depressive  disorders:  interperson- 
al therapy,  which  derives  from  conventional 

tioner,  patient,  and  treatment  innovator  with  the 
NIMH-supported  researcher  remains  voluntary.  Under 
these  conditions,  the  conduct  of  systematic  com- 
parative outcome  research  on  all  available  psycho- 
therapies is  not  feasible,  and  the  targeted 
evaluation  of  high-priority  therapies  cannot  be 
guaranteed.  (It  should  be  noted  that,  even  in  the 
area  of  pharmacology,  such  systematic  research  on 
comparative  efficacy  and  safety  has  never  been  a 
goal  of  NIMH  or  even  of  the  Food  and  Drug 
Administration. ) 
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dynamic  therapies,  and  cognitive  therapy, 
which  stems  from  behavioral  theories.  The 
techniques  of  both  interpersonal  therapy 
(DiMascio  et  al.  1979;  Weissman  et  al.  1979, 
1981)  and  cognitive  therapy  (Beck  1976;  Rush 
et  al.  1977;  Kovacs  et  al.  1981)  appear  to  pro- 
vide clinically  significant  benefit  within  12  to 
16  weeks  to  patients  suffering  from  major  de- 
pressive disorders. 

Is  Psychosocial  Treatment  the  Preferred 
Treatment  Modality  With  Particular 
Problems? 

Somatic  and  pharmacological  interventions 
are  rarely  prescribed  for  many  of  the  behav- 
ioral disorders  of  adults,  adolescents,  and 
children — e.g.,  simple  phobias,  stuttering, 
sexual  dysfunctions,  sexual  deviations  (para- 
philiets),  gender  dysphorias,  egodystonic  homo- 
sexuality (female),  gambling,  autism,  inter- 
personal problems,  maladaptive  behaviors,  and 
behavioral  and  social  skills  deficits.  For  other 
disorders,  such  as  depressions  and  anxieties, 
where  pharmacological  interventions  have 
been  demonstrated  to  be  of  value,  drugs  may 
frequently  be  contraindicated  for  patient 
health  reasons  or  may  turn  out  to  be  unsuit- 
able because  of  the  patient's  intolerance  of 
the  side  effects.  In  such  instances,  no  readily 
available  alternative  to  the  psychological 
treatment  mode  exists. 

Despite  some  evidence  reporting  the  ef- 
fectiveness of  psychosocial  treatments  with 
acute  schizophrenieis  (Mosher  et  al.  1975)  and 
even  chronic  schizophrenias  (Karon  and  Van- 
denBos  1972;  Paul  and  Lentz  1977),  the  over- 
whelming body  of  research  evidence  suggests 
that,  in  the  treatment  of  schizophrenia,  drugs 
are  more  effective  than  psychotherapy  (May 
1968;  Uhlenhuth  et  al.  1969). 

Some  evidence  suggests  that  drugs  and 
psychological  intervention  may  both  be  ef- 
fective with  the  same  disorder;  however,  each 
modality  may  be  particularly  useful  in  achiev- 
ing different  clinical  goals.  Weissman  (1981) 
reviewed  five  studies  comparing  psycho- 
therapy and  a tricyclic  antidepressant  in  the 
treatment  of  major  depressive  disorders.  She 
concluded  that  the  treatments  appear  to  be 
equally  effective  overall  but  have  different 
targets  of  action:  Drugs  were  superior  in  the 
prevention  of  relapse  and  the  treatment  of 
such  symptoms  as  sleep  disturbance  and  ap- 
petite loss,  but  psychotherapy  was  slightly 
superior  to  drugs  in  the  relief  of  suicidal 
feelings,  guilt,  loss  of  interest,  and  improve- 
ment of  social  and  interpersonal  functioning. 


One  study  comparing  cognitive  therapy  with 
imipramine  reported  that  psychotherapy  was 
superior  to  the  drug  in  symptom  reduction  and 
lower  attrition  of  patients  from  the  therapy 
(Kovacs  et  al.  1981).  The  effects  of  pharma- 
cotherapy appear  relatively  early  in  treatment 
(1  to  4 weete),  while  the  effects  of  psycho- 
therapy have  a later  onset.  The  differential 
effects  on  social  and  interpersonal  function 
may  not  become  apparent  for  6 to  12  months 
(Weissman  1981).  An  NIMH-designed,  multi- 
center, randomized  clinical  trials  study  is 
currently  underway  to  further  explore  these 
promising  psychosocial  treatments.  The  design 
includes  a pharmacological  condition  and  a 
placebo-control  group. 

Is  Psychotherapy  Useful  in  Combination 
With  Other  Treatment  Modalities? 

The  usual  treatment  of  chronic  mental 
disorders  includes  the  use  of  psychological 
therapies  in  combination  with  such  modalities 
as  pharmacology  and  environmental  inter- 
ventions. The  disorders  treated  by  combina- 
tions of  modalities  include  the  schizophrenias, 
manic-depressive  disorders,  schizotypal  per- 
sonality disorders,  psychosomatic  disorders, 
antisocial  disorders,  alcoholism,  drug  abuse, 
and  childhood  hyperactivity  and  severe  learn- 
ing disabilities.  The  research  review  by  Lu- 
borsky  and  colleagues  (1975)  suggests  that 
psychotherapy  contributes  importantly  to 
pharmacotherapy  in  the  treatment  of  a num- 
ber of  such  disorders;  indeed,  "a  combination 
of  treatments  may  represent  more  than  an 
additive  effect  of  two  treatments... there  may 
also  be  some  mutually  facilitative  interactive 
benefits  for  combined  treatments"  (p.l004). 

Other  evidence  that  combinations  of  treat- 
ment modalities  may  enhance  patient  change 
is  found  in  four  studies  combining  psycho- 
therapy (interpersonal,  marital,  or  group)  with 
a tricyclic  antidepressant.  "All  four  studies 
showed  that  the  combined  treatment  was  su- 
perior to  the  control  group  or  either  treatment 
alone.  In  none  of  the  studies  were  there  nega- 
tive interactions  in  combining  drugs  with 
psychotherapy.  The  effects  of  the  two  treat- 
ments together  were  additive"  (Weissman 
1981).  The  combination  provides  a broader 
spectrum  of  action,  as  each  treatment  may 
affect  different  domains  (DiMascio  et  al. 
1979). 

In  summary,  rese2irch  evidence  gives  ad"- 
firmative  answers  to  the  four  questions  re- 
garding the  effectiveness  of  psychotherapy  in 
general,  with  particular  kinds  of  problems,  as 
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the  treatment  of  choice  in  some  instances,  and 
in  combination  with  other  modalities.  The  evi- 
dence, however,  is  admittedly  sparse  and  re- 
quires replication  and  expansion. 
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Chapter  10 


Residential  Care  as  a Treatment  Modality 
for  Schizophrenic  Patients 


John  Gunderson,  M.D. 


Two  basic  principles  underlie  all  cost  con- 
siderations with  respect  to  schizophrenia.  The 
first  is  that  almost  all,  meaning  95  percent,  of 
treatment  costs  are  due  to  time  within  hos- 
pitals. A conservative  estimate  of  the  amount 
that  represents  in  the  current  economy  would 
be  aro\ind  $6  billion  a year.  In  contrzist,  the 
cost  for  all  outpatient  services,  including 
private  practice,  clinics,  daycare,  halfway 
houses,  and  so  forth,  represents  about  5 per- 
cent of  that  total. 

The  second  general  principle  is  that  most  of 
the  costs  to  the  economy  attributable  to 
schizophrenia  are  due  to  the  lack  of  produc- 
tive work  by  people  who  have  already  been 
treated.  This  is  estimated  to  cost  more  than 
$20  billion  annually.  Thus,  the  failure  of  ex- 
isting treatments  to  cause  schizophrenic  per- 
sons to  become  stably  employed  accounts  for 
three  to  four  times  more  cost  to  the  economy 
than  does  all  their  in-  and  outpatient  treat- 
ment combined. 

This  is  dramatically  so  for  schizophrenia, 
moreso  than  for  any  other  psychiatric  dis- 
order, not  only  because  it  is  so  prevalent,  but 
because  it  occurs  largely  in  young  adults  at 
the  point  when  they  are  about  to  begin  a pro- 
ductive work  life.  The  long-term  disabilities 
associated  with  the  disorder  mean  that  it  is 
not  time-limited  but  is  likely  to  be  a handicap 
that  will  last  for  another  40  to  50  years. 


Quantity  of  Residential  Treatment 

A patient  discharged  from  a hospital  after 
30  days  could  have  5 months  in  a halfway 
house,  see  an  experienced  psychotherapist 
twice  weekly,  and  have  once-weekly  family 
therapy  for  a year  at  roughly  the  same  cost  as 
staying  in  the  hospital  an  extra  30  days.  On 
the  other  hand,  if  the  patient  discharged  at  30 
days  is  half  as  likely  to  work  as  a patient 


discharged  at  60  days,  the  longer  term  hos- 
pitalization, although  twice  as  expensive 
initially,  generally  would  save  the  patient's 
family  and  the  economy  enormous  amounts  of 
money  over  the  ensuing  years. 

The  implication  is  that,  while  it  may  be 
frightful  to  consider  the  enormoias  cost  for  the 
treatment  of  seriously  disturbed  psychiatric 
patients  such  as  those  diagnosed  as  schizo- 
phrenic, the  cost  of  their  treatment  pales  be- 
side the  potential  impact  on  cost  related  to 
treatment  efficacy.  The  cost  of  treatment 
rightly  gains  attention  insofar  as  the  benefits 
of  the  treatment  are  limited,  but,  conversely, 
an  effective  treatment  is  highly  cost- 
effective. 

Length  of  Stay 

In  the  1970s,  partly  in  response  to  added 
demands  on  the  medical  profession  to  justify 
its  costs,  a series  of  studies  evaluated  the 
benefits  of  various  types  of  institutional 
treatment  programs.  One  group  compared 
outcomes  of  patients  treated  by  various 
lengths  of  hospitalization,  so-called  long- 
versus  short-term  hospitalizations.  These 
studies  show  that  the  added  gains  for  the 
long-term  hospitalizations  were  quickly  lost 
after  discharge.  Thus,  it  was  concluded  that 
longer  term  hospitalizations  were  ineffective 
treatments  and  certainly  not  cost-effective. 

It  should  be  underscored  that  the  problem 
here  was  not  that  the  longer  term  hospital 
treatment  programs  were  not  showing  demon- 
strable benefits  for  the  patients  who  stayed  in 
them  longer,  but  only  that  these  added  bene- 
fits were  lost  as  soon  as  the  patients  were 
discharged.  An  exception  to  this  general  con- 
clusion W21S  for  nonchronic  schizophrenic 
patients.  This  was  the  only  diagnostic  group 
for  whom  the  longer  term  hospitalizations 
appeared  to  have  significant  benefits  that 
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survived  despite  the  tendency  to  relapse  after 
discharge. 

That  longer  term  residential  settings  need 
not  be  more  expensive  has  been  illustrated  by 
Mosher  and  Menn's  (1978)  study  in  California. 
They  compared  a community-beised  residential 
setting  in  which  patients  were  placed  for  6 
months  with  a community  mental  health  set- 
ting where  patients  were  placed  for  1 month. 
The  residential  program  proved  no  more  ex- 
pensive, largely  because  the  longer  term 
treatment  kept  patients  out  of  the  hospital 
longer  after  they  left  that  setting. 

Day  Care 

A similar  series  of  studies  has  been  done 
comparing  the  benefits  of  full  hospitalization 
with  those  of  day  treatment.  In  these  studies, 
patients  who  received  day  hospital  treatment 
did  as  well  as,  and  sometimes  better  than, 
those  who  were  given  full  hospitalizations. 
These  results  add  irony  to  the  failiare  of  most 
insurance  companies  to  cover  day  hospital 
costs — a failure  that  adds  greatly  to  their  ex- 
penditures by  increasing  the  amounts  of  costs 
for  inpatient  stays. 

Day  hospital  programs  were  also  compared 
with  outpatient  aftercare  treatment  for 
schizophrenics.  A major  stiody  done  at  a series 
of  Veterans  Administration  (VA)  hospitals  by 
Linn  et  al.  (1979)  showed  that  schizophrenic 
patients  who  received  the  partial  hospital 
programs  did  markedly  better  than  similar 
patients  who  were  treated  in  outpatient  care 
alone  and  cost  only  slightly  more.  Despite  the 
fact  that  the  day  hospital  program  could  be 
expected  to  cost  a great  deal  more  than  out- 
patient treatment,  it  was  only,  in  fact,  slightly 
more  expensive  because  of  its  ability  to  re- 
duce the  need  for  full  hospitalization. 

Given  major  differences  in  cost  between 
whole  hospitalization  and  partial  hospitali- 
zation and  between  partial  or  day  treatment 
and  outpatient  care,  these  studies  document 
that,  on  the  bright  side,  a great  deal  of  money 
can  be  saved  by  greater  use  of  partial  hospital 
or  day  hospital  treatments  for  schizophrenic 
patients;  on  the  dark  side,  however,  dis- 
charging patients  from  partial  hospital  pro- 
grams too  rapidly  into  even  less  expensive 
outpatient  levels  of  care  is  clinically  contra- 
indicated. Generally,  these  studies  show  the 
need  for  long-term  institutional  care  but  at  a 
considerably  less  expensive  level  than  full 
hospitalization. 

It  was  clear  even  a decade  ago  that  the 
proliferation  of  outpatient  services  for  schiz- 
ophrenia was  failing  to  have  any  discernible 


positive  impact  on  the  escalating  readmission 
rates.  This  is  not  to  say  that  outpatient  treat- 
ment for  schizophrenia  is  not  effective;  many 
studies  have  shown  that  outpatient  treatment 
is  more  effective  than  no  treatment.  It  does 
mean  that,  especially  for  chronic  patients, 
outpatient  care  is  considerably  less  effective 
than  partial  hospital  or  day  hospital  treat- 
ment. The  implication  of  all  these  studies  of 
levels  of  care  is  that  schizophrenic  patients 
require  longer  term,  structured,  residential 
stays  with  gradual,  unpressured  trainsitions 
into  the  community. 

From  an  initial  period  of  containment  within 
the  hospital,  schizophrenic  patients  can  rela- 
tively rapidly  be  moved  into  partial  hospital 
programs,  from  which  they  in  t\im  can  only 
gradually  be  transferred  into  more  tapered 
systems  of  long-term  support.  Efforts  to  cur- 
tail such  a system  by  abbreviating  either  hos- 
pitalizations or  partial  hospital  programs  too 
much  are  not  therapeutic  and  have  not  proven 
cost-effective. 


Quality  of  Residential  Treatment 

Of  greater  importance  than  the  level  or 
amount  of  care,  however,  is  the  quality  of  the 
program  once  the  patient  is  in  it — especially 
as  it  can  be  meeisured  by  its  ability  to  have  its 
patients  enter  the  work  force  at  the  conclu- 
sion of  the  treatment. 

Nonchronic  schizophrenic  patients  appear  to 
benefit  from  longer  times  within  hospitals, 
becaiase  they  need  sufficient  time  to  become 
attached  to  people  and  thus  encouraged  to 
continue  in  aftercare  programs.  More  im- 
portant, however,  is  that  the  schizophrenic 
patient's  problem  and  attachment  can  be  ad- 
dressed zind  modified  by  effective  long-term 
treatment  in  ways  that  short-term  treatment 
cannot  provide. 

Effective  short-term  hospitalization  is,  by 
necessity,  authoritarian,  symptom-oriented, 
controlling,  and  hierarchical.  Effective  longer 
term  treatment  is  egalitarian — that  is,  it  in- 
volves patients  in  decisions  about  their  own 
treatment,  emphasizes  involvement  in  groups 
with  peers,  and  encourages  the  development  of 
autonomy.  In  other  words,  it  addresses  the 
socialization  needs  of  schizophrenic  patients. 
Hence,  the  qualities  needed  to  discharge  pa- 
tients quickly  are  incompatible  with  the 
qualities  needed  to  address  the  longer  term 
social  and  vocational  rehabilitation  needs  of 
young  schizophrenics. 

The  cost  issues  related  to  quality  of  care 
are  most  dramatically  illustrated  by  the  work 
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of  Paul  and  Lentz  (1977)  with  chronic  patients 
at  a State  hospital  in  Illinois.  The  patients  in 
this  study,  who  had  poor  prognoses  and  were 
chronically  hospitalized,  were  randomly  as- 
signed either  to  remain  in  their  usual  custodial 
State  wards  or  to  receive  more  active,  in- 
tensive, and  expensive  milieu  programs.  The 
more  expensive  and  intensive  programs  re- 
quired more  eind  better  trained  nursing  staff. 

It  was  found  that,  in  the  3 years  after 
treatment,  patients  in  the  active,  intensive 
milieu  programs  showed  significantly  more 
discharges,  less  recidivism,  and  better  symp- 
tom remissions  with  far  less  medication  use 
than  the  group  who  remained  in  the  custodial 
settings.  Thus,  although  both  groups  of  pa- 
tients were  treated  within  the  hospitals,  the 
more  effective  hospital  treatment  programs 
had  enormous  and  sustained  impact  that  re- 
sulted in  more  than  halving  the  cost  compared 
with  the  seemingly  cheaper  custodial  care 
found  in  State  hospitals. 

The  Paul  and  Lentz  study  further  demon- 
strated the  cost  issues  related  to  the  quality 
of  care  by  comparing  the  two  intensive  treat- 
ments. One  program  was  based  on  behavior 
modification,  the  other  on  a more  group-ori- 
ented patient  participant  model.  The  behavior 
modification  program  had  substantial  advan- 
tages, both  in  regard  to  earlier  discharge  and, 
within  the  hospital  program  itself,  safe  and 
rapid  reductions  in  levels  of  symptomatic  be- 
haviors, especially  destructive  acts.  Clearly, 
even  between  equally  intense  programs,  dif- 
ferences in  effectiveness  can  emerge.  The 
greater  effectiveness,  again,  was  translated 
into  significant  cost  reductions.  That  is,  pa- 
tients given  the  behavior  modification  pro- 
gram were  better  able  to  live  outside  the 
hospital  over  the  next  3 years  and  hence  cost 
less  overall  than  patients  given  the  other 
equally  intense  milieu  program. 

As  already  noted,  abundant  evidence  sup- 
ports the  need  for  greater  use  of  day  treat- 
ment for  schizophrenic  patients.  Concluding 
from  this  that  simply  building  more  daycare 
centers  would  improve  care  and  reduce  costs 
would  be  too  simple,  however. 

Linn  et  al.'s  (1979)  VA  study  compared  day 
treatment  with  outpatient  treatment,  as  well 
as  the  effects  of  the  various  day  treatment 
programs  that  were  included  in  the  study.  Of 
the  10  day  hospital  programs  studied,  6 were 
fo\md  clearly  preferable  in  lowering  relapses, 
reducing  symptoms,  and  changing  attitudes. 
What  differentiated  these  6 effective  day 
treatment  programs,  in  addition  to  slower 
turnover  rates  (keeping  the  patients  in  the 
programs  longer),  was  less  active  group  and 


family  interventions.  The  authors  summarized 
their  study  by  advocating  the  srostained  non- 
threatening environment  in  which  demands  are 
clear  and  practical. 

Staffing  and  per  diem  costs  were  roughly 
comparable  for  patients  treated  in  all  of  these 
day  treatment  centers,  but  the  savings  from 
being  in  the  more  effective  programs  were 
considerable.  The  effective  programs  cost 
about  $4,500  per  patient,  compared  with 
$7,000  per  patient  in  the  less  effective  day 
treatment  centers.  Linn  points  out  paren- 
thetically that  translating  that  amount  of  ad- 
vantage to  just  the  chronic  patients  in  the 
Veterans  Administration  day  treatment  cen- 
ters in  the  coiintry  would  mean  a savings  of  $3 
million  or  $4  million  a year. 

The  point  is  not  that  effective  treatment  is 
inexpensive,  but  rather  that  ineffective  treat- 
ment is  far  more  expensive.  These  st\adies  give 
positive  emphasis  to  providing  a structured, 
clear,  and  predictable  environment.  Although 
improving  the  amount  of  social  interaction 
within  effective  programs  is  emphasized, 
these  interactions  frequently  have  a struc- 
tured task  focus  and  their  emotional  context  is 
deemphasized. 

These  studies  also  show  that  effective 
treatment  for  chronic  patients  must  allow 
continuity  of  structured  programs  beyond  the 
inpatient  level  and  for  a considerable  length  of 
time  afterward.  The  quality,  perhaps  more 
than  the  qiiantity  or  level,  of  care  has  direct 
and  clear  relevance  for  reducing  cost  of 
treatment. 

The  cost-effectiveness  of  quality  treatment 
can  also  be  illustrated  for  an  outpatient 
treatment,  individual  psychotherapy.  One 
study  done  in  California  by  May  (1968)  found 
that  inexperienced  therapists  added  little  to 
the  treatment  of  schizophrenia  except  costs! 

In  contrast,  Karon  and  VandenBos  (1975). 
who  used  experienced,  expensive,  and  clearly 
beneficial  therapists,  showed  in  a study  from 
Michigan  that  individual  therapy  actually 
significantly  reduced  the  cost  of  treatment  as 
well  as  the  number  of  patients  who  subse- 
quently needed  welfare  help. 


Costs  to  the  Community 

As  noted  at  the  outset  of  this  chapter,  by 
far,  the  greatest  costs  related  to  schizo- 
phrenia come  from  the  long-term  disabilities 
of  schizophrenic  persons.  The  lack  of  sustained 
employment  accounts  for  60  to  70  percent  of 
the  costs  related  to  schizophrenia.  Hence,  in 
measuring  cost-effectiveness  of  a treatment, 
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the  most  significaint  parameter  will  be  the 
employment  records  of  discharged  or  termi- 
nated patients. 

Although  it  is  reasonable  to  assume  that  less 
symptomatic  patients  living  outside  hospitals 
are  more  likely  to  work  than  those  who  are 
more  symptomatic  and  still  hospitalized,  this 
assumption  frequently  has  not  been  docu- 
mented. In  this  regard,  it  might  be  worth 
noting  the  paradoxical  effect  that  certain 
legal  decisions  preventing  abuses  of  inpatients 
have  had  in  the  past  decade.  Hospitalized 
patients  doing  labor  without  pay  were  brought 
under  the  fair  labor  laws;  as  a result,  within  a 
year,  almost  all  of  the  rehabilitation  programs 
in  State  hospitals  disappeared.  From  a cost- 
benefit  point  of  view,  vocational  rehabilitation 
was  the  most  effective,  promising  treatment 
one  could  use  for  chronic  patients. 

It  is  of  considerable  interest  that  several  of 
the  experimental  treatment  programs  that 
have  been  studied  and  found  effective  by  the 
usual  ways  of  measuring  outcome — discharge 
rates,  recidivism  levels,  or  sjrmptom  levels — 
have  also  improved  the  likelihood  of  subse- 
quent employment  among  the  treated  schiz- 
ophrenic patients.  Approximately  10  percent 
of  the  very  chronic  patients  in  the  Paul  and 
Lentz  study  who  received  the  intensive  treat- 
ment programs  went  on  to  independent  func- 
tioning and  self-support  beyond  the  comple- 
tion of  their  treatment.  This  finding  is  quite 
remarkable,  because  such  an  ambition  gener- 
ally is  not  even  entertained  when  treating 
chronically  schizophrenic  patients.  In  contreist, 
of  course,  none  of  those  who  received  the 
usual  hospital  treatment  went  on  to  achieve 
independent  lives. 

Similarly,  the  longer  term  community-beised 
residential  treatment  for  nonchronic  patients 
reported  on  by  Mosher  and  Menn  demonstrated 
that  its  treated  patients  were  significantly 
more  likely  to  live  independently  after  their 
treatment.  These  patients  also  showed  a trend 
toward  working  more  and  at  higher  level  jobs 
than  did  patients  treated  with  brief  hospi- 
talizations. As  with  the  Paul  and  Lentz  study, 
the  difference  between  the  experimental  and 
controlled  groups  was  roughly  about  10  per- 
cent. The  point  to  be  made  here  is  that  the  10 
percent  who  go  on  to  some  type  of  self-suf- 
ficient functional  employment  will  save  an 
enormous  amount  of  money  and  need  for  pub- 
lic services  over  a period  of  40  to  50  years, 
during  which  they  might  otherwise  be  expec- 
ted to  exist  solely  as  a cost  drain.  If  an  im- 
provement by  10  percent  of  the  expectable 
rate  of  employment  were  to  occur  among  the 
entire  schizophrenic  population  of  the  United 


States,  this  would  amount  to,  very  conserva- 
tively estimated,  more  than  $1  billion  annually 
in  savings! 

Issues  of  independent  living  need  some  ob- 
servation. The  influence  of  discharged  schiz- 
ophrenic patients  on  their  families  and  vice 
versa  is  another  arena  in  which  long-term 
disability  renders  both  psychological  and  fi- 
nancial costs.  It  has  been  clear  for  some  time 
that  patients  who  return  to  their  biological 
families  after  hospitalizations  are  more  apt  to 
be  readmitted  (Brown  et  al.  1962).  By  infer- 
ence, schizophrenic  patients  who  are  sent 
home  rather  than  into  self-sufficient  qtiarters 
are  less  likely  to  become  productive  members 
of  society.  Frequently,  a compromise  is 
reached  in  these  families  whereby  the  schiz- 
ophrenic offspring  learns  to  coexist  by  spend- 
ing all  of  his  or  her  time  secluded  in  the  bed- 
room. listening  to  a head  set,  and  occasionally 
partaking  in  family  activities  such  as  coming 
down  for  meals  or  perhaps  going  on  the  family 
summer  vacation. 

One  of  the  economic  costs  engendered  by 
this  not-uncommon  situation,  whose  magni- 
tude is  difficult  to  estimate  in  any  cost-ben- 
efit analysis,  is  the  practice  of  having  a non- 
affected  family  member  stay  home  to  take 
care  of  ill  relatives.  Thus,  for  example,  a 
mother  whose  "nest"  would  otherwise  be  emp- 
ty of  children  will  feel  that  she  cannot  go  to 
work  because  she  should  stay  home  to  care  for 
her  ill  child. 

A recent  series  of  studies,  largely  by  British 
investigators,  has  identified  two  family  char- 
acteristics that  are  toxic  to  the  disch2u*ged 
schizophrenic  patient— being  overinvolved 
with  the  schizophrenic  person  and  subjecting 
him  or  her  to  critical  and  harsh  remarks  at 
home.  These  studies  have  indicated  that  with 
proper  treatment  such  characteristics  of 
families  can  be  reduced,  and  that  the  resulting 
levels  of  relapse  and  recidivism  are  lowered 
three  to  five  times  over  what  would  be 
expected  if  treatment  had  not  been  employed 
(Falloon  et  al.  1982). 

No  cost-benefit  analysis  has  yet  been  done 
on  those  studies,  but  providing  such  a treat- 
ment to  families,  rather  than  directly  to  the 
patient  in  this  case,  will  represent  an  enor- 
mous savings  in  cost,  because  it  decreeises  the 
need  for  rehospitalizations.  It  remains  to  be 
seen,  however,  whether  the  overall  effects  of 
the  treatment  program  are  cost-effective, 
insofar  as  the  result  of  training  families  to 
lessen  their  involvement  and  their  criticism 
may  be  to  encourage  and  support  the  type  of 
chronic  but  largely  silent  withdrawal  por- 
trayed, which  offers  no  promise  of  social  and 
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vocational  rehabilitation.  If  patients  in  fact 
can  simply  live  more  quietly  in  their  chronic 
condition  at  home,  this  apparently  highly  ef- 
fective treatment  will  be  very  costly,  in  fact, 
in  the  long  run. 

Conclusions 

The  State  hospital  system  in  this  country 
was  inspired  over  a century  ago  by  the  hope 
that  mentally  ill  patients  would  be  cured  if 
placed  in  well-staffed,  pleasant  surroundings. 
Many  patients  profited  from  this  environment, 
but  no  one  anticipated  the  problems  created 
by  the  patients  who  did  not  respond  enough  to 
return  to  their  communities.  This  group  was 
largely  made  up  of  those  patients  who  would 
now  be  identified  as  schizophrenic.  They  filled 
up  the  State  hospitals,  forcing  them  to  enlarge 
and  consequently  decrease  their  staff-patient 
ratios. 

The  result  was  custodial  treatment  and  its 
perverse  atmosphere  of  hopelessness.  The 
studies  cited  here  indicate  that  this  need  not 
be  the  case — that  high-quality  care  need  not 
be  reserved  only  for  people  who  can  afford  it. 
High-quality,  but  initially  ejcpensive,  programs 
can  lead  to  changes  in  even  the  most  reluctant 
or  chronic  patients.  They  prove  less  expensive 
in  the  long  run  as  treatments  than 
poor-quality  or  custodial  programs  and  offer 
hope  of  more  sustained  clinical  changes,  which 
reduce  the  personal,  familial,  and  even 
economic  drains  on  society. 

Most  of  the  studies  described  in  this  brief 
outline  of  a very  large  literatiare  have  been 
funded  through  Government  grants.  Many 
people  who  come  to  this  country  and  look  at 
U.S.  treatment  systems  for  schizophrenia  ob- 
serve how  the  most  innovative,  the  most  ad- 
vanced, the  most  progressive  approaches  exist 
side  by  side  with  the  very  worst.  It  is  a para- 
dox of  sorts  that  the  kinds  of  research  de- 
scribed can  illuminate  new  and  better  ways  of 
treating  schizophrenic  patients.  Somehow  it  is 
very  difficult,  however,  to  generalize  from 
those  results  into  a more  creative  and  more 
effective  treatment  approach  that  would  per- 
meate the  whole  mental  health  care  system. 

It  is  not  that  efforts  have  not  been  made  to 
try  this.  In  the  1960s,  Fairweather  et  al.  (1969) 
did  a series  of  studies  documenting  how  com- 
munity lodges  were  more  effective  them  State 
hospitals.  As  a result,  three  or  four  States,  at 
leeist,  began  to  build  lodges  where  chronic  pa- 
tients would  be  placed  instead  of  in  hospitals. 


The  nature  of  these  lodges  was  that  patients 
divided  up  the  labor  and  largely  became  self- 
sustaining  communities.  For  whatever  reasons, 
legislators  or  mental  health  administrators  or 
other  individuals  got  impatient;  they  reasoned 
that,  if  the  treatment  was  effective,  either  a 
turnover  should  occur  within  these  communi- 
ties or  the  communities  should  become  obso- 
lete. As  a result,  they  pushed  for  the  discharge 
of  schizophrenic  patients  into  the  commu- 
nities, which  led  them  back  into  the  State 
hospitals. 

It  is  very  difficult  to  invest  money  in  some- 
thing that  is  very  long  term  and,  by  its  natiore, 
partial  in  its  effects.  This  appears  to  be  a 
major  cost  consideration  regarding  anything 
involved  with  the  treatment  of  schizophrenia. 
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Chapter  11 


Cost-Benefits  of  Lithium  as  a Treatment 


Richard  Jed  Wyatt,  M.D. 


Manic-depressive  disezise,  or  bipolar  disor- 
der, refers  to  a pathological  extreme  of  affect 
that  is  alternating  and  cycling,  with  highs  amd 
lows  coming  up  repetitively  in  an  individual's 
lifetime.  A typical  episode  lasts  for  a week  or 
longer.  The  afflicted  person  is  irritable  or  has 
elated  moods  with  hyperactivity,  forced  or 
pushed  speech,  grandiosity,  fli^t  of  ideas, 
decrecised  sleep,  distractibility,  and  poor  judg- 
ment. The  condition  has  to  be  severe  enough 
to  cause  social  incapacities,  meaningless  com- 
munication, and  hospitalization  to  qualify  as 
manic  depression.  Disorders  that  are  some- 
times mistaken  for  the  disease  include  drug- 
induced  psychosis  and,  at  times,  schizophrenia. 

Lithium,  which  is  now  used  throughout  the 
world  for  treating  manic-depressive  disorder, 
is  a light  metal  that  is  used  medicinally  as  a 
salt.  It  was  first  used  for  mania  in  Australia  in 
1949  and  has  no  known  normal  function  in  hu- 
mans. It  was  not  approved  for  use  in  this  coun- 
try \antil  1969.  This  Is  in  part  because  lithium 
had  been  found  toxic  when  it  was  used  as  a 
table  salt  substitute  and  was  unpatentable  and 
inexpensive;  therefore,  drug  companies  had 
little  incentive  to  perform  lengthy  and  expen- 
sive drug  trials.  Also,  at  that  time,  mania  was 
felt  to  be  uncommon  and  largely  psychody- 
namically  produced. 

In  1980,  this  researcher  and  his  associates 
tried  to  find  out  exactly  what  kinds  of  gains, 
on  a cost  basis,  were  made  by  the  introduction 
of  lithium.  These  gains  were  quantified  in 
terms  of  the  cost  to  society  of  the  illness  and 
cost  of  care  eind  lost  income.  Assumptions 
made  in  the  course  of  the  study  were  conser- 
vative, so  that  costs  or  gains  would  be  less- 
ened rather  than  exaggerated. 

One  of  the  aissumptions  made,  which  was 
probably  inaccurate,  wets  that  only  60  percent 
of  patients  with  manic-depressive  illness 
would  respond  to  lithium.  Most  studies  show 
that,  in  fact,  80  to  90  percent  respond.  It  was 
also  eissumed  that  manic-depressive  patients 


made  the  mean  yearly  national  income,  but 
there  is  a fairly  strong  trend  for  manic-de- 
pressives to  come  from  high  socioeconomic 
groups.  No  costs  of  public  zissistance  were 
included,  perhaps  erroneously,  because  manic- 
depressive  illness  may  make  heavy  demands  on 
public  assistance,  as  patients  with  this  illness 
are  often  married  and  have  children.  Also,  no 
value  was  placed  on  \insalaried  work,  such  as 
that  of  housewives,  yet  probably  two-thirds  of 
the  patients  with  this  illness  are  female.  All 
figvires  were  calcialated  in  1969  (the  year 
lithium  Weis  introduced)  and  not  adjusted  for 
inflation. 

In  1968,  the  year  before  manic-depressive 
illness  was  first  treated  with  lithium  in  this 
comtry,  about  32,000  to  33,000  beds  were 
vised  for  manic-depressive  disorder,  about  half 
public  and  half  private.  At  that  time,  pviblic 
hospital  costs  were  $30  a day  and  private  hos- 
pital costs  were  $60  a day.  A simple  calcula- 
tion comes  up  with  a cost  of  inpatient  care  of 
about  $540  million  per  year.  Outpatient  costs 
were  considerably  less,  $15  million,  and  the 
total  costs  in  1968  were  about  $555  million. 

What  is  actually  the  cost  of  treating  a pa- 
tient with  lithivim  for  1 year?  The  first  year 
studied,  1969,  showed  several  problems  that 
are  typical  when  an  agent  such  as  lithium  is 
introduced.  The  first-year  cost  is  always 
slightly  higher  than  in  subsequent  years.  Dur- 
ing the  first  year,  costs  for  care  totaled  $287 
million;  savings  from  the  $555  million  totaled 
$268  million.  Costs  decreaised  in  the  second 
year  to  $261  million  and  stayed  relatively 
steady  for  the  next  10  years.  By  1979,  patient 
care  cost  savings  of  about  $2.8  billion  had 
been  realized.  Tables  1,  2,  and  3 spell  out 
these  findings. 

In  stvidying  lost  salaries,  which  are  very  high 
for  schizophrenia  but  somewhat  less  for 
manic-depressive  illness,  the  assumption  can 
again  be  made  that  only  60  percent  of  new 
patients  would  now  receive  full  earnings. 
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Table  1— Saving  With  Lithium 

(in  Millions)* 

Time  Period 

Cost  of  Care 

Savings 

Before  lithium 

$555 

Lithium  introduced 
Yr  1 

$287 

$268 

Yr  2 

$261 

$294 

Yr3 

$262 

$293 

Yr4 

$263 

$292 

Yr  5 

$264 

$291 

10-yr  Total 

$2.88  billion 

‘The  initial  year  does  not  yield  as  great  a dollar  savings  as  subsequent 
years  because  in  year  1 , the  entire  inpatient  and  outpatient  population  was 
tried  on  a iithium  regimen— this  was  expensive.  In  following  years,  only 
newly  admitted  patients  were  tried  on  a lithium  regimen,  and  doliar  savings 
increased  dramaticaily. 


Table  2 —Gain  in  Production  (in  Millions)  in 

Year  1 

Inpatient  Outpatient*  Total 

Earnings  before  lithium 
treatment 

$0 

$70 

$70 

Loss  due  to  illness  before 
lithium  treatment 

$129 

$23 

$152 

Earnings  after  lithium  treat- 
ment) 

$78 

$84 

$162 

Gain  due  to  lithium  after 
lithium  treatment 

$78 

$14 

$92 

•Outpatients  work  75%  of  the  time  before  the 
treatment. 

tAssuming  60%  success  rate  with  lithium. 

introduction  of  lithium 

Table  3 -Ten-year  Gain  in  Production 

New  First  Admissions 

Average 

Income 

Earnings 

Before  Lithium 

Inpatients  (N  = 2,830)  $0 

$0 

Outpatients  x .75f 
(N  = 1,742) 

$3,954 

$5,165,901 

After  Lithium 

Inpatients,  responders 
(N  = 1,968)  $3,954 

$6,698,076 

Inpatients,  nonresponders 
(N  = 1,132) 

$0 

$0 

Outpatients,  responders 
(N  = 1,045) 

$3,954 

$4,131,930 

Outpatients,  nonresponders 
X .75t  (N  = 696) 

$3,954 

$2,063,988 

Total  Earnings  After  Lithium 
Introduced 

$13,000,000 

‘The  gain  in  production  for  year  1 after  the  widespread  use  of  lithium 
was  introduced  was  $92  million,  with  an  $8  million  gain  per  year  thereafter 
(see  text).  Thus  the  annual  gain  in  year  2 was  the  gain  in  year  1 ($92 
million)  + $8  million;  in  year  3,  gain  in  year  2 + $8  million; ...  in  year  10, 
gain  in  year  9 + $8  million,  for  a total  ten-year  gain  of  $1.28  billion. 

tPatients  in  these  categories  are  estimated  at  receiving  75%  of  their 
former  salaries. 


wherezLs  previously  they  had  received  none. 
The  assumption  wzis  also  made  that  60  percent 
of  outpatients  would  receive  full  salary,  and 
40  percent  would  receive  three-qviarters  sal- 
ary, which  had  been  assumed  prior  to  lithiiom 
treatment.  Calculations  show  a 10-year  gain 
in  production  of  $1.28  billion,  for  a total 
savings  of  more  than  $4  billion. 

Efficacious  treatment  produces  remarkable 
savings  in  other  disorders  as  well.  Using  schiz- 
ophrenia as  an  example  and  using  figures  that 
Drs.  Gunderson  and  Mosher  (1975)  published  on 
the  cost  of  schizophrenia  to  the  Nation,  in 
1976  a $20  billion  cost  W2is  sustained  due  to 
care  and  lost  production.  Building  on  the  Gun- 
derson/Mosher figures,  beginning  in  1983  and 
eissuming  a conservative  inflation  rate  of  5 
percent,  by  the  year  2007,  the  annual  cost  of 
schizophrenia  will  be  $155  billion.  Extrapolat- 
ing further,  the  possible  financial  benefits  of 
research  into  improved  treatment  and  preven- 
tion and  assuming  that  in  the  year  1998  such 
research  would  provide  a 10-percent  decrease 
in  schizophrenia's  cost,  the  projected  cost  of 
schizophrenia  would  be  $133  billion  in  2007,  or 
$27  billion  less  them  it  would  be  without  a sci- 
entific advance  in  preventing  or  treating  this 
disorder.  More  impressive,  however,  would  be 
the  accumulated  savings  over  the  10-year  pe- 
riod, 1998  through  2007,  of  $180  billion.  One- 
hundred  and  eighty  billion  dollars  is  more  than 
the  total  amount  the  Nation  has  spent  on  all 
biomedical  research! 

These  figures,  rough  as  they  are,  clearly 
show  that  a relatively  small  commitment  to 
research  on  treatments  of  psychiatric  disor- 
ders is  well  worth  the  investment.  And  al- 
though these  numbers  are  only  estimates,  they 
demonstrate  how  the  cost  of  diseases  such  as 
manic-depressive  disorder  and  schizophrenia 
can  be  reduced,  and  large  savings  in  human 
and  economic  terms  realized,  when  effective 
treatments  are  found. 
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Chapter  12 


Mental  Health  Treatment  Modalities — Theory  Versus  Practice 


John  S.  Strauss,  M.D. 


Distinguishing  between  theory  and  practice 
is  essential  in  evaluating  the  effectiveness  of 
variolas  treatment  modalities.  For  example, 
data  that  compare  only  two  kinds  of  treat- 
ment, while  representing  a theoretical  treat- 
ment model,  generally  offer  an  incomplete  and 
perhaps  misleading  picture  of  considerations 
important  for  clinical  practice.  Some  disor- 
ders, such  as  bipolar  affective  illness,  can  ac- 
tually be  portrayed  in  a model  that  incliodes  a 
caiose,  a treatment,  and  an  outcome.  A treat- 
ment such  as  lithium  would  accotont  for  a con- 
siderable amount  of  the  outcome  variability. 
Certainly  with  schizophrenia  and  many  other 
disorders,  however,  that  model  is  inadeqooate. 

Analyzing  the  effectiveness  of  psychiatric 
treatment  must  incliode  recognition  of  the 
complexity  of  psychiatric  disorders  and  their 
coiarse.  To  begin  with,  severe  psychiatric  dis- 
orders appear  to  have  not  just  one  component 
of  outcome  but  several,  each  of  which  tends  to 
be  somewhat  independent  of  the  others.  Re- 
cent research  has  shown  that  oonderstanding 
outcome  in  psychopathology  involves  consid- 
eration of  work  functioning,  social  relations, 
symptom  severity,  and  need  for  hospitaliza- 
tion. These  various  aspects  of  outcome  do  not 
predict  each  other  fully.  Clarifying  the  various 
aspects  of  outcome  led  to  finding  that  each 
has  somewhat  different  predictors — and  then 
to  the  view  that  several  relatively  independent 
processes  operate  simultaneously  in  psychiat- 
ric disorder. 

This  view  and  data  behind  it  contributed  to 
acceptance  of  a multiaxial  format  for  the 
American  Psychiatric  Association’s  Diagnostic 
and  Statistical  Manual,  third  edition,  (DSM-III) 
(APA  1980),  This  diagnostic  system  is  multi- 
axial in  the  sense  that  several  labels  are 
needed  to  diagnose  a person,  one  to  cover  each 
of  several  different  aspects  of  function.  The 
recommendation  for  DSM-III’s  multiaxial  for- 
mat was  based  on  early  work  by  Rutter  et  al. 
(1969),  working  with  the  World  Health  Organi- 


zation (WHO)  on  multiaxial  concepts  of  diag- 
nosis for  chUdhood  disorders,  and  on  the  work 
of  Essen-Moller  (1961)  in  Sweden. 

DSM- Ill's  multiaxial  diagnostic  system  in- 
cludes five  axes.  Axis  one  is  the  symptom  pic- 
ture or  syndrome;  axis  two  is  personality  dis- 
order, aods  three  is  accompanying  physical 
illness;  axis  four  is  the  degree  of  psychosocial 
stress;  and  zixis  five  is  the  maximum  level  of 
social  function  in  the  past  year. 

In  aissessing  treatment  effects  and  in  utili- 
zation review,  one  needs  to  consider  these 
different  axes.  Frequently,  treatment  needs  to 
be  tailored  for  them  and  change  in  each  auds 
needs  to  be  assessed  to  understand  whether 
treatment  is  effective. 

These  complex  aspects  of  psychiatric  dis- 
order and  its  coaorse  have  led  to  a complex  use 
of  treatment  approaches.  It  is  common  prac- 
tice, for  example,  to  give  multiple  treatments 
simultaneously.  Besides  this,  the  treatment 
given  often  changes  over  the  course  of  the 
psychiatric  disorder.  A brief  historical  glimpse 
helps  clarify  how  we  have  gotten  to  this  point 
and  where  the  field  of  treatment  for  mental 
illness  and  the  evaluation  of  such  treatment 
may  be  headed. 

Toward  the  end  of  the  18th  century,  moral 
treatment  came  into  being.  Instead  of  chains 
and  a prison-like  sitiaation,  treatment  involved 
providing  work,  instruction,  and  a humane  en- 
vironment. The  main  aspects  of  moral  treat- 
ment involved  trying  to  teach  people  how  to 
live  better  lives. 

Currently,  moral  treatment  seems  naive. 
Before  assuming  that  we  are  correct  now  in 
making  such  judgments,  however,  it  is  worth 
considering  that  at  any  point  in  history,  cur- 
rent practices  may  be  seen  as  sophisticated 
approaches  and  previous  ones  as  simplistic. 
Yet  in  the  field  of  mental  illness,  previous 
treatments  keep  resurfacing. 

The  19th  centoory  brought  two  major  treat- 
ment directions.  The  firet  vfas  biological. 
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looking  for  the  medication  silver  bullet,  per- 
haps somewhat  like  lithium  for  bipolar  dis- 
order. More  recent  ejcperience  shows  that  if 
this  approach  works,  it  has  many  benefits.  But 
in  most  types  of  mental  illness,  it  has  not 
proved  sufficient,  so  multiple  treatment  ap- 
proaches are  used  simultaneously. 

The  other  major  direction  of  treatment  de- 
veloped in  the  19th  century  involved  the  psy- 
chotherapeutic approaches.  These  started  out 
with  what  is  now  the  cleissical  approach  of 
interpretative  psychotherapy.  For  more  severe 
disorders,  this  method  evolved  increasingly 
into  a reality-oriented,  advice-giving  kind  of 
psychotherapy.  And  thus  psychotherapy  came 
to  blend  in  some  ways  with  moral  treatment. 
Modern-day  therapists  like  Anderson  (1977) 
use  a treatment  approach  in  their  family  ther- 
apy for  schizophrenia  that  is  a kind  of  evolu- 
tion of  moral  treatment — namely,  teaching 
the  parents  something  about  the  disorder, 
giving  them  advice,  and  helping  them  to  deal 
with  the  problems  that  are  likely  to  arise. 

Thus,  history  suggests  that  pure  forms  of 
treatment  not  only  are  used  with  other  treat- 
ments, but  are  actively  modified  to  blend  with 
other  relevant  approaches.  More  recently,  this 
tendency  to  blending  is  also  seen  in  behavior 
therapy.  Early  writings  in  behavior  therapy 
tended  to  distinguish  behavioral  from  psycho- 
dynamic approaches  «is  though  these  things 
were  entirely  different.  Recently,  however, 
more  attention  has  been  paid  to  the  ways  in 
which  behavioral  treatments  and  traditional 
interpretative  psychotherapy  overlap. 

Altogether,  the  historical  tendency  to  de- 
fine and  then  combine  or  blend  treatment 
approaches  leads  to  one  general  principle  that 
is  hard  to  ignore  in  thinking  about  treatment 
cissessment.  Although  some  mental  health  pro- 
fessionals conceptualize  pure  forms  of  treat- 
ment and  pure  forms  of  treatment  zissessment, 
in  actuality  it  is  most  common  to  practice 
treatment  blending  and  heterogeneity.  This 
tendency  may  have  led  to  practice  evolving  in 
one  direction  and  assessment  research  and 
teaching  in  another.  The  pure  form  models 
may  not  fit  real  practice  adequately.  The  pure 
form  models  may  limit  the  value  of  treatment 
assessment. 

More  complex  views  of  treatment  are 
needed  to  develop  more  effective  ways  of 
thinking  about  zissessment  and  utilization  re- 
view. One  approach  to  treatment  evaluation 
involves  assessing  a wide  range  of  social  eis 
well  zts  biological  interventions.  The  assess- 
ment of  social  interventions  reaches  even  to 
the  point  of  considering  work  as  treatment.  If 
the  concept  of  assessing  work  eis  treatment 


seems  strange,  it  is  interesting  to  note  that 
even  Kraepelin  (1902),  generally  seen  as  a bio- 
logically oriented  psychiatrist  and  a leader  in 
the  19th  century  as  well  as  current  thinking, 
felt  that  the  only  factor  that  might  change  the 
course  of  dementia  praecox  was  if  the  patient 
worked  in  some  gainful  occupation. 

To  illustrate  the  need  for  treatment  assess- 
ment using  a complex  model  of  treatment,  let 
us  consider  a woman  recently  the  subject  in  a 
study  of  the  course  of  psychiatric  disorder. 
She  is  a 34-year-old  schizophrenic  who  has 
been  psychotic  for  16  years.  When  her  psy- 
chotic symptoms  are  less  severe,  she  does  not 
appear  superficially  to  be  schizophrenic.  She 
does  not  talk  about  her  hallucinations  and  de- 
lusions, and  she  manages  relatively  well. 

If  the  common  research  practice  for  aissess- 
ing  treatment  efficacy  had  been  carried  out  on 
this  woman,  using  a single  item  scale  like  the 
Global  Assessment  Scale  and  a single  follow- 
up point,  she  would  appear  to  have  gotten 
slightly  worse  over  the  2-year  period  studied, 
showing  that  the  treatment  she  was  receiving 
weis  not  very  effective.  In  some  sense,  this 
concliision  is  not  totally  wrong.  But  if  infor- 
mation had  been  gathered  every  2 months,  as 
was  actually  carried  out  in  the  study  we  con- 
ducted, it  would  have  become  apparent  that 
the  patient  had  several  periods  of  improve- 
ment and  recurrence  over  a 1-year  period. 
Adding  a multieixial  approach  to  our  assess- 
ment showed  the  different  levels  of  the  var- 
iovis  areas  of  function  at  any  given  time  point 
and  reflected  how  complicated  her  course  ac- 
tually weis.  Her  social  relations  function  was 
consistently  poor  throughout.  Other  areas 
were  marked  by  major  vicissitiodes.  When  her 
work  ability  reached  a certain  high  point,  her 
symptoms  became  worse.  She  was  rehospital- 
ized, she  recovered,  and  then  she  repeated  the 
same  cycle  again. 

Review  of  the  treatments  the  woman  had 
received  over  the  2-year  followup  period  of 
the  study  showed  an  even  more  confusing  pic- 
ture. She  received  antipsychotic  medication; 
she  was  hospitalized  on  two  different  occa- 
sions; and  she  had  individual  reality-oriented 
psychotherapy,  a third  hospitalization,  a job 
change,  and  vocational  rehabilitation. 

This  woman's  treatment  history  is  not 
unique.  These  various  treatments  reflect  a 
combination  of  prescriptions  and  efforts  she 
was  willing  to  undertake  at  various  phases  in 
the  course  of  her  disorder.  Treatment  also 
reflected  shifts  over  time  in  the  patient's 
abilities  to  function. 

A model  of  multiple  processes  of  disorder 
and  multiple  treatments  approximates  the 
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realities  of  the  lives  of  many  patients.  A sim- 
ple model  that  involves  aissessing  a person  at 
admission,  for  example,  and  then  a year  later 
may  be  sufficient  for  some  treatment  assess- 
ment purposes,  but  it  is  grossly  inzuiequate  for 
others.  To  achieve  a clear  view  of  treatment 
and  treatment  efficacy,  exploratory  aissess- 
ment  approaches  need  to  be  built  into  devel- 
oping more  complex  models  to  complement 
the  overly  simple  models  typically  used  with 
large  numbers  of  patients. 
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Chapter  13 


Psychotherapy:  Toward  an  Appropriate  Basis  for  Reimbursal 


Martin  T.  Ome,  M.D.,  Ph.D. 


Despite  the  dramatic  progress  in  psycho- 
pharmacology and  the  growing  use  of  behav- 
ioral techniques,  not  only  in  psychiatry  but 
also  in  general  medicine,  psychotherapy  re- 
mains the  most  widely  used  approach  in  the 
treatment  of  a broad  range  of  psychological 
and  medical  problems.  Considerable  contro- 
versy persists,  however,  about  the  effective- 
ness of  psychotherapy,  about  the  kind  of 
training  that  should  be  required  for  those  who 
practice  psychotherapy,  about  how  psycho- 
therapy can  be  most  appropriately  applied  in 
clinical  practice,  and  about  the  cost  of  psy- 
chotherapy relative  to  other  interventions. 
These  concerns  are  particularly  germane  to 
the  question  of  when  psychotherapy  should  be 
reimbursed  and  by  whom. 


The  Problem 

Considering  such  questions  demands  ad- 
dressing the  issues  that  arise  when  one  seeks 
to  determine  whether  psychotherapy  is  ef- 
fective. This  includes  the  present  state  of 
knowledge  concerning  psychotherapy,  deter- 
mining what  aspects  of  psychotherapeutic 
effectiveness  can  be  meaningfully  assessed, 
considering  the  changes  that  third-party  re- 
imbursal will  bring  about  in  the  psychothera- 
peutic interaction,  and  focusing  on  the  kind  of 
research  approach  that  in  the  long  run  is  likely 
to  advance  understanding  of  the  psychother- 
apeutic process. 


The  review  and  evaluation  upon  which  the  substan- 
tive theoretical  outlook  presented  in  this  paper 
is  based  was  supported  in  part  by  grant  #MH  19156 
from  the  National  Institute  of  Mental  Health,  U.S. 
Public  Health  Service,  and  in  part  by  a grant  from 
the  Institute  for  Experimental  Psychiatry. 


Beginning  with  an  illustration  may  be  help- 
ful in  considering  the  current  state-of-the-art 
of  psychotherapy.  Residents  in  psychiatry 
were  asked  to  assume  they  needed  their  gall- 
bladder removed.  They  then  were  to  choose 
from  among  the  great  surgeons  of  the  past;  for 
instance,  Hippocrates,  the  great  Greek  phy- 
sician; Maimonides,  the  great  physician  of  the 
12th  century;  Billroth,  the  great  German  sur- 
geon of  the  19th  century;  and  a mediocre  sur- 
gical resident  from  an  undistinguished  medical 
school  in  a second-rate  hospital  today.  Resi- 
dents immediately  pick  the  mediocre  resident 
in  the  second-rate  hospital  today,  since  obvi- 
ously his  or  her  results  would  be  vastly  better 
than  those  of  any  of  the  giants  of  the  past. 

Then  these  same  residents  were  asked  to 
assume  that  they  were  seeking  psychotherapy 
and  were  given  a similar  choice  of  psycho- 
therapists from  among  Hippocrates  or  Mai- 
monides (both  of  whom  practiced  psycho- 
therapy), Freud,  Jung,  or  Adler  versus  a medi- 
ocre psychiatric  resident  from  an  average 
medical  school  today,  the  answer  would  be 
quite  different.  Few  would  pick  the  mediocre 
resident.  Indeed,  everyone  would  want  one  of 
the  greats.  This  striking  difference  tells  us 
something  about  the  nature  of  psychotherapy 
and  the  relationship  of  art  to  science  in  the 
practice  of  medicine. 

The  difference  between  choice  of  a surgeon 
and  choice  of  a psychotherapist  reflects  the 
fact  that  there  have  been  far  greater  scien- 
tific advances  in  the  field  of  surgery  than  in 
the  field  of  psychotherapy.  The  mediocre  sur- 
geon, thanks  to  advancements  in  technique, 
antibiotics,  anesthesia,  diagnostic  procedures, 
and  so  on,  can  accomplish  his  or  her  task  more 
effectively  than  the  best  surgeons  of  the  past. 
However,  pyschotherapy  does  not  have  the 
kind  of  incremental  knowledge  that  can  read- 
ily be  taught  and  thus  allow  the  mediocre  psy- 
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chiatric  resident  to  stand  on  the  shoulders  of 
the  giaints  of  the  past.  (This  is  in  contrast  to 
the  pharmacological  treatment  of  depression, 
where  the  mediocre  psychiatric  resident  does 
better  than  his  outstanding  predecessors,  due 
to  advances  in  the  science  of  psychopharma- 
cology,) 

This  is  the  dilemma  and  also  the  challenge 
of  psychotherapy.  It  does  not  mean  that  psy- 
chotherapy is  ineffective.  When  compared 
with  no  treatment,  it  clearly  has  salutory  ef- 
fects. It  does  mean,  however,  that  under- 
standing of  the  psychotherapeutic  process  hzis 
not  reached  a level  at  which  it  can  be  sepa- 
rated into  its  essential  elements  and  effec- 
tively be  taught. 

Thus,  research  findings  in  a number  of  stud- 
ies show  that  a particular  type  of  psycho- 
therapy is  considerably  less  important  than 
such  intangibles  as  the  characteristics  of  the 
therapist  and  aispects  of  the  treatment  con- 
text. Although  psychotherapy  is  effective 
overall,  differences  in  effectiveness  between 
two  or  more  kinds  of  psychotherapy  have  yet 
to  be  solidly  documented,  especially  across  a 
wide  range  of  disorders.  Indeed,  the  relative 
contribution  of  specific  treatment  effects 
versus  nonspecific  or  placebo  factors  to  the 
effectiveness  of  psychotherapy  remains  un- 
clear. This  is  a troubling  state  of  affairs,  par- 
ticularly since  consumers  of  psychotherapy  are 
generally  satisfied,  and  an  increasing  segment 
of  the  public  demands  the  benefits  of  such  a 
treatment. 

Unfortunately,  the  cost  of  all  medical 
treatment  hzis  been  escalating  at  a rapid  rate. 
Although  the  largest  increases  are  associated 
with  hospitalization  of  any  kind,  there  is  a 
fear,  supported  by  limited  data,  that  increas- 
ing third-party  reimbursal  for  psychotherapy 
will  be  a bottomless  pit.  This  fear  is  often 
translated  into  concerns  about  the  effec- 
tiveness of  psychotherapy.  By  requiring  proof 
of  efficacy  for  reimbursement,  one  thereby 
seeks  to  limit  the  application  of  psycho- 
therapeutic techniques. 

It  IS  reaisonable  to  ask,  however,  whether 
linking  third-party  reimbursal  to  efficacy  con- 
siderations is  either  the  most  important  or 
even  the  primary  issue  that  requires  attention. 
There  are  other  questions  concerning  reim- 
bursal for  psychotherapy  that,  if  resolved, 
could  contribute  greatly  to  a rational,  scien- 
tifically based,  cost-effective  approach  to 
reimbiorsal  questions.  These  issues  center 
aroimd  the  theoretical  basis  for  a psycho- 
therapeutic intervention,  the  type  of  disorder 
most  appropriate  for  treatment,  and  the  train- 
ing 2ind  competence  of  the  therapist. 


Rational  Basis  for  Psychotherapy  as  a 
Treatment 

Much  hais  already  been  written  and  said  con- 
cerning the  expanding  data  baise  on  the  ef- 
fectiveness of  psychotherapy.  Dr.  Parloff 
(chapter  9)  stimmarizes  some  of  the  research 
findings  indicating  that  overall  psychotherapy 
is  indeed  an  effective  treatment.  There  is  an 
historical  context  within  which  to  look  at 
these  findings,  a context  that  reveals  other 
equally  important  issues  at  the  core  of  the 
reimbursal  question. 

It  should  be  remembered  that  the  issue  of 
effectiveness  has  never  been  the  sole  basis  for 
justifying  accepted  medical  practice  or,  for 
that  matter,  third-party  reimbursal — current 
trends  in  technology  assessment  notwith- 
standing. For  example,  although  it  is  true  that 
modem  medicine  is  incredibly  effective  in 
treating  the  bulk  of  infectious  diseeises  and  has 
made  great  progress  in  s\argery,  biochemistry, 
and  other  interventions,  no  one  would  seriously 
claim  that  medicine  can  treat  all  or  even  the 
vast  majority  of  mankind's  ills.  There  are  a 
good  many  medical  treatments  that  have  not 
been  shown  to  be  particularly  effective  and  at 
best  result  in  palliation,  but  whose  costs  are 
reimbursed  without  question. 

Traditionally,  the  patient  sought  medical 
advice  and  expected  treatment  that,  if  not  a 
cure,  at  least  helped  ameliorate  the  effects  of 
the  illness.  Although  patients  and  physicians 
alike  were  generally  persuaded  that  a combi- 
nation of  sedatives  and  physics,  tonics,  lax- 
atives, good  nursing  care,  hygiene,  diet,  bed 
rest,  sleep  and  the  like  constituted  effective 
treatment,  proofs  of  specific  effects  were 
rarely  available  and  rarely  required.  With  the 
advent  of  specific  treatments  over  the  past 
100  years,  very  powerful  interventions  became 
possible  for  many  conditions.  Despite  the  gains 
made  in  the  20th  century,  however,  no  one 
would  seriously  argue  that,  becatise  of  the 
absence  of  a specific  remedy,  physicians 
should  stop  trying  to  treat  certain  conditions. 

This  is  a key  point;  reimbursement  has  been 
and  shoiald  continue  to  be  based  upon  the  use 
of  generally  accepted  treatments  as  much  as 
it  is  upon  the  proven  effectiveness  of  a treat- 
ment. The  general  acceptance  or,  as  we  shall 
refer  to  it  here,  the  legitimacy  of  treatment, 
h5is  always  been  a major  part  of  medicine — a 
troubled  patient  whom  the  physician  treats  in 
the  best  way  possible.  This  does  not  apply  to 
psychiatry  alone,  but  to  all  of  medicine,  which 
people  tend  to  forget  in  the  heat  of  debate 
over  the  effectiveness  of  psychotherapy.  Psy- 
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chotherapy  should  be  judged  by  the  same  stan- 
dard for  reimbursal  that  is  typically  applied  to 
traditional  medical  treatments  for  such  mal- 
adies as  back  pain,  acne,  the  common  cold, 
many  allergic  conditions,  headaches,  and  most 
viral  infections. 

Clearly,  effectiveness  is  neither  the  only 
nor  the  essential  prerequisite  for  reimburse- 
ment of  many  treatments  within  current  med- 
ical practice.  Simple  success,  while  of  obvious 
interest  to  both  physician  and  patient,  hzis 
never  been  the  sole  criterion  for  treatment 
choice.  Other  factors  enter  into  treatment 
considerations.  For  example,  regardless  of 
effectiveness,  the  faith  healer  was  never 
accepted  as  an  appropriate  provider  of  med- 
ical treatment.  Similarly,  the  chiropractor 
failed  to  persuade  physicians,  despite  many 
testimonials  through  patients.  This  was  neither 
blindness  nor  the  parochialism  of  the  estab- 
lishment. Rather,  because  it  recognized  the 
validity  of  making  a medical  diagnosis  in  the 
first  place,  the  limitations  of  medical  know- 
ledge, and  the  importance  of  nonspecific  fac- 
tors in  recovery  from  illness,  the  medical 
community  demanded  that  the  claims  for 
specific  medical  treatment  be  beised  on  ra- 
tional principles  that  make  sense  in  terms  of 
scientific  understanding  of  normal-  and 
pathophysiology. 

There  was  a time  as  recently  as  the  early 
part  of  the  19th  century  when  such  schools  of 
medicine  eis  naturopathy  and  homeopathy  ef- 
fectively competed  with  orthodox  medicine. 
Homeopathy  prescribed  infinitesimal  amounts 
of  medicine  that  could  not  have  a real  thera- 
peutic effect.  But  because  they  were  com- 
bined with  careful  attention  to  hygiene,  good 
nursing  care  and  a strong  placebo  effect,  and 
because  many  of  the  treatments  of  orthodox 
medicine  of  the  time  were  in  fact  causing 
more  harm  than  good,  the  end  result  was  that 
the  homeopaths  had  better  outcomes  than  or- 
thodox medicine.  This  did  not  mean,  however, 
the  homeopathic  theory  was  correct.  In  the 
long  term,  the  search  for  specific  treatments 
in  medicine,  not  homeopathy,  led  to  the  suc- 
cess of  modem  medicine.  Reviewing  some  of 
the  discussions  of  the  time  shows  that  the 
physicians  were  indeed,  for  the  most  part, 
right  about  what  they  said.  What  history  seems 
to  be  telling  us  is  that  it  is  more  important  to 
have  a commitment  to  the  search  for  a solu- 
tion than  to  be  satisfied  with  assessing  an  in- 
dividual's success  at  a given  moment  in  time. 
Individual  outcome  is  interesting,  and  it  is 
relevant  to  future  treatment  approaches,  but 
it  is  by  no  means  the  only  (and  at  times  not 
even  appropriate)  criterion  for  accepteince. 


It  has  always  been  crucial  for  the  accept- 
ance of  a therapeutic  procedure  that  it  make 
sense  scientifically.  This  demand  for  a rational 
basis  for  therapy  hais  stood  medicine  in  good 
stead,  ultimately  leading  to  the  development 
of  highly  effective  specific  treatments. 
Though  psychiatry  and  psychology  may  lag 
behind  some  areeis  of  medicine  in  the  number 
of  specific  and  highly  effective  treatments 
available,  as  disciplines  they  are  no  less  com- 
mitted to  a scientific  understanding  of  human 
behavior  and  illness. 

As  with  19th  century  medicine,  the  general 
acceptzince  of  psychotherapy  as  a scientific 
treatment  rather  than  its  effectiveness  per  se 
should  be  the  criterion  for  legitimacy.  One 
crucial  factor  is  to  distinguish  between  the 
mainstream,  which  maintains  a commitment 
to  the  development  of  rational  commiinicable 
knowledge,  and  the  point  of  view  that  makes 
claims  of  effectiveness  based  on  irrational  or 
untestable  conceptual  models. 

The  Proliferation  of  Providers  of 
Psychotherapy 

Reimbursement  for  psychotherapy  might  be 
a relatively  simple  matter  if  physicians  were 
the  only  providers  of  psychotherapeutic  ser- 
vices. The  reeison  for  this  is  that  sis  long  as 
there  is  no  excess  of  physicians  sind  as  long  as 
nonpsychiatric  medical  practitioners  are  paid 
considerably  better  thsm  psychotherapists, 
third-party  payers  would  not  have  to  worry 
about  a bottor^ess  pit  of  the  increasing  cost 
of  psychotherapy.  There  would  be  a clear 
maximum,  sis  charges  are  on  the  bsisis  of  time, 
and,  even  given  a 45-minute  hour,  a dozen 
patients  a day  stretches  the  capabilities  of 
most  physicians.  Therefore,  a finite  top  would 
be  placed  on  the  potential  costs  of  psycho- 
therapeutic treatment  simply  by  counting  the 
number  of  medical  people  willing  to  devote 
their  time  to  such  a poorly  paid  enterprise. 

The  situation,  of  course,  has  been  radically 
changed  from  this  single-provider  model  over 
the  past  30  years  as  other  professions  have 
laid  claim  to  practicing  psychotherapy  inde- 
pendently. It  has  been  argued  that  medical 
training  is  not  essential  to  the  practice  of  psy- 
chotherapy and  that  many  nonmedical  thera- 
pists appear  to  be  as  effective  as  those  with 
medical  training. 

This  situation  creates  some  of  the  diffi- 
culties that  exist  today.  Again,  the  parallel  to 
19th  century  medicine  seems  q\aite  striking. 
There  are  different  groups  of  individ\aals,  with 
very  different  backgrounds  and  different  lev- 
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els  of  training,  competing  for  patients.  Al- 
though rigorous  credential  requirements  or 
licensing  would  be  tempting  as  ways  to  solve 
the  dilemma,  such  solutions  are  very  unlikely 
in  a plioralistic  society.  This  is  particularly  so 
since  no  objective  basis  exists  for  establishing 
what  constitutes  the  necessary  training  in  or- 
der to  be  an  effective  therapist.  In  fact,  the 
movement  has  been  to  decreasing  qualifica- 
tions, rather  than  increasing  them!  Unfortu- 
nately, the  less  well  trained  individual  may  not 
be  a particularly  good  therapist,  but  is  apt  to 
learn  to  charge  as  though  he  or  she  were.  The 
difference  in  costs  between  variously  qualified 
providers  of  services  is  minimized  by  open- 
market  competition. 

Medical  Versus  Nonmedical  Uses  of 
Psychotherapy 

The  proliferation  of  therapists,  without  hard 
evidence  that  one  is  better  than  another,  pre- 
sents the  third-party  payer  with  an  ever-in- 
creasing  number  of  would-be  providers,  with- 
out any  defensible  basis  for  deciding  between 
their  claims.  What  can  third-party  payers  do 
under  these  circumstances?  The  first  major 
distinction  that  needs  to  be  drawn  is  between 
psychotherapy  as  a form  of  medical  treatment 
(regardless  of  whether  the  service  provider  is 
a physician,  a psychologist,  or  a social  worker) 
and  psychotherapy  as  a nonmedical  treatment. 

This  distinction  is  by  no  means  new.  Cos- 
metic surgery  may  be  a useful  model.  After 
all,  cosmetic  surgery  is  a medical  procedure 
always  carried  out  by  surgeons.  For  their  own 
sake,  they  usually  are  well  trained  and  carry 
high  malpractice  insurance.  However,  the  dis- 
tinction between  cosmetic  surgery,  at  the 
convenience  of  the  patient,  and  reconstructive 
plastic  surgery  after  an  accident  is  very  clear. 
Third-party  payers  do  not  pay  for  a "nose  job." 
They  do  not  pay  for  a facelift.  They  do  pay  for 
pleistic  surgery  for  medical  purposes,  in  bum 
Ceises,  etc.  A clear  precedent  exists  for  sepa- 
rating medical  treatment  with  a given  set  of 
procedures  from  nonmedical  treatment.  Un- 
fortunately, in  psychotherapy  this  distinction 
has  not  been  made,  but  it  is  crucial  if  the  re- 
imbursal  issue  is  to  be  solved. 

Despite  the  occaisional  ceise  that  requires 
adjudication  in  pleistic  siargery,  the  distinction 
is  fairly  clear  cut  and  does  not  seem  to  pre- 
sent a serious  problem  for  the  health  care  de- 
livery system.  Within  the  psychotherapeutic 
tradition,  however,  the  distinction  between 
medical  need  and  patient's  desire  to  resolve 
inner  conflicts — in  order  to  maintain  increased 


equanimity,  become  more  creative,  increase 
the  ability  to  work,  play,  and  care  for  others — 
has  been  obscured  rather  than  emphasized. 
The  psychotherapist  sought  as  his  or  her  task 
to  accomplish  as  many  of  these  goals  as  pos- 
sible with  the  patient,  rather  than  to  limit  the 
intervention  to  the  minimum  that  must  be 
accomplished  in  order  to  achieve  the  patient's 
stated  goals  and  needs. 

Psychoanalytic  therapy  is  the  pauTicular 
form  of  psychotherapy  that  provided  the  mod- 
el for  the  bulk  of  current  treatments.  Its  goal 
wa.s  to  help  each  patient  achieve  the  highest 
level  of  functioning  at  work,  play,  and  love 
that  he  or  she  could  possibly  obtain.  Although 
the  patient  may  well  have  sought  therapy 
originally  because  of  stress,  or  am  incapaci- 
tating phobia,  or  hysterical  paralysis — cer- 
tainly medical  problems — the  scope  of  the 
treatment  was  defined  to  include  an  indepth 
exploration  that  ha.s  appropriately  been  lik- 
ened to  higher  education  of  the  emotions,  a 
growth  experience,  an  aid  to  full  development. 

All  of  these  imply  goals  that  greatly  tran- 
scend medical  treatment.  They  are  no  more 
candidates  for  reimbursement  than  cosmetic 
surgery  or  running  exercise,  both  of  which 
make  one  a "better"  person  but  neither  of 
which  is  essential  to  function  normally.  Al- 
though it  has  been  argued  that  it  y/as  not  pos- 
sible to  resolve  medical  difficulties  such  as 
incapacitating  phobia,  functional  pain,  or  hys- 
terical paralysis  without  working  through  the 
major  psychodynamic  difficulties  of  the  in- 
dividual, recent  work  with  short-term  psycho- 
dynamic therapy,  behavior  therapy,  and  cog- 
nitive approaches  has  shown  that  it  is  possible 
to  treat  many  specific  difficulties  effectively 
without  becoming  involved  in  a massive  long- 
term effort. 

Although  many  psychiatrists  would  argue 
that  optimal  treatment  demands  the  larger 
effort,  third-party  payers  would  seem  justified 
in  insisting  that  only  treatments  of  conditions 
that  either  cause  acute  pain  or  dramatically 
interfere  with  functions  or  involve  lifethreat- 
ening  behaviors,  and  only  those  aspects  of  psy- 
chotherapeutic treatment  specifically  directed 
at  the  relief  of  such  conditions,  qualify  for 
reimbursal. 

The  differentiation  here  is  between  treat- 
ment for  an  illness,  a severe  problem,  and 
treatment  as  a form  of  growth  or  a kind  of 
emotional  or  behavioral  education.  The  latter 
should  be  paid  for  by  the  individual,  not  out  of 
the  public  purse  or  out  of  the  third-party  pay- 
er's pocket.  Clearly,  some  conditions,  such  as 
serious  character  disorders,  the  schizophre- 
nias— especially  in  younger  people  and  adoles- 
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cents — may  require  lengthy  periods  of  treat- 
ment. Sometimes  the  severity  of  the  problem 
and  the  potential  for  curing  a patient  with  a 
long  life  expectancy  would  justify  reimbursal 
of  treatment  over  an  extended  period  of  time. 

Adjusting  reimbursement  to  treatment  of 
specific  incapacitating  difficulties  is  im- 
portant, but  one  should  not  expect  from  the 
outset  to  expect  to  set  fixed  limits  on  a treat- 
ment procedure,  e.g.,  10  sessions  for  one  pho- 
bia, 15  sessions  for  two.  There  is  no  simple 
sessions-to-disorder  ratio  analogous  to  the 
dose-to-weight  ratio  for  some  drug  treat- 
ments. A consensus  should  be  developed  with 
providers  of  services  about  what  can  legiti- 
mately be  reimbursed  and  what  aspects  of 
psychotherapy,  as  desirable  as  they  may  be,  do 
not  constitute  medical  treatment  for  inca- 
pacitating disorders. 

Such  an  effort  will  require  good  faith  on 
everyone's  part.  It  may  be  naive  to  assume 
that  it  will  ever  be  possible  to  operationalize 
the  difference  between  medical  and  nonmed- 
ical eispects  of  psychotherapy  to  everyone's 
satisfaction.  On  the  other  hand,  it  is  essential 
for  all  providers  of  psychotherapeutic  services 
to  understand  that  if  no  viable  peer  review 
process  can  be  developed,  third-party  payers 
are  likely  to  progressively  decrease  the 
amount  of  psychotherapeutic  treatment  that  is 
covered.  Since  psychotherapeutic  treatment  is 
relatively  inexpensive,  compared  with  hospi- 
talization, and  often  prevents  it,  and  since 
psychotherapeutic  treatment  typically  de- 
creeises  the  amount  of  medical  services  that 
would  otherwise  have  to  be  covered,  third- 
party  payers  also  have  much  to  gain  by  this 
dialog. 

The  importance  of  joint  approaches  with 
sensible  peer  review  procedures  is  underlined 
by  a large  group  of  borderline  patients  who 
can  be  maintained  within  the  community, 
usually  working  at  some  marginal  job,  by  being 
seen  at  intervals  that  may  range  from  biweek- 
ly to  bimonthly  and  often  aided,  of  course,  by 
medication.  Some  psychotherapeutic  treat- 
ment is  analogous  to  following  a diabetic  or  an 
epileptic;  it  must  be  continued  for  the  life  of 
the  patient  and  is  obviously  a medical  neces- 
sity. The  task  of  the  therapist  here  is  to  see 
the  patient  as  infrequently  as  the  illness  will 
tolerate  and  yet  maintain  the  person  in  a 
functioning  way  with  a modiciam  of  comfort. 
This  is  an  extremely  cost-effective  form  of 
psychotherapy  that  can  readily  be  practiced 
and  really  pays  off  for  the  third-party  payer. 

Sorting  out  "educational"  therapy  as  a sep- 
arate entity  will  allow  third-party  payers  to 
comfortably  identify  patients  who  may  need 


psychotherapy  for  a lifetime,  albeit  infre- 
quently. The  cost  is  not  very  great  and  will  be 
far  less  than  the  alternative  of  what  is  bound 
to  happen  if  the  person  in  need  does  not  have 
psychotherapy  and  ends  up  as  a public  respon- 
sibility. 

Increasing  the  Efficacy  of  the 
Psychotherapeutic  Process 

Perhaps  the  most  important  issue  for  third- 
party  payers  to  address  is  that  evaluating  the 
more  than  150  brands  of  psychotherapy  would 
be  prohibitive  in  cost,  duplicative,  and  ulti- 
mately fruitless  as  a test  for  reimbursement 
suitability.  T5q)ically,  treatments  are  more 
alike  than  different,  and  it  is  by  no  means 
clear  when  their  effects  result  from  specific 
rather  than  nonspecific  processes.  The  find- 
ings, consequently,  would  at  best  show  small 
and  usually  insignificant  differences.  Few  pro- 
fessionals really  care  whether  one  treatment 
is  60  percent  effective,  another  63  percent 
effective,  and  a third  69  percent  effective, 
and  there  is  no  guarantee  that  reimbursement 
based  on  such  minor  differences  would  result 
in  cost  containment.  Rather,  practitioners  and 
researchers  seek  to  understand  through  on- 
going clinical  and  basic  scientific  research 
where  the  60-percent  effectiveness  comes 
from.  What  process  accounts  for  that  rate,  and 
how  can  the  procedure  be  made  90  percent  or 
95  percent  effective?  Such  discovery  would 
require  an  entirely  different  kind  of  research, 
directed  at  the  process  of  what  is  going  on  in 
psychotherapy,  rather  than  at  comparing  all 
possible  outcomes  from  different  psychother- 
apeutic treatment  packages. 

Perhaps  the  most  sensible  resolution,  in  the 
meanwhile,  would  be  to  apply  the  same  cri- 
teria that  are  traditionally  used  in  medicine — 
that  the  treatment  makes  sense  conceptually 
and  is  testable.  Is  there  a serioiis  attempt  by 
practitioners  to  learn  about  what  they  are 
doing,  to  increase  knowledge  so  they  can  teach 
it?  Is  there  a commitment  to  testing  their 
procedures,  while  at  the  same  time  recog- 
nizing the  limitations  of  the  technique  they 
have  proposed?  Such  a commitment  would 
provide  an  ongoing  adjustment  mechanism  for 
the  rational  application  of  the  effectiveness- 
reimbursal  equation. 

Conversely,  treatment  providers  who  refuse 
to  specify  what  they  are  doing  or  why  they  are 
doing  it,  and  who  do  not  examine  the  process 
by  which  their  treatment  works,  are  in  the 
long  run  not  likely  to  be  productive.  The  most 
extreme  example,  faith  healing,  again  may 
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well  be  effective,  but  it  should  not  be  reim- 
bursed because,  by  its  very  nature,  it  defies 
scientific  inquiry.  In  contraist,  hypnotherapy, 
which  may  involve  similar  processes,  seeks  to 
bring  these  under  close  scientific  scrutiny  so 
they  can  be  understood,  improved  upon,  and 
ultimately  more  effective. 

The  issue  then  centers  both  on  the  nature  of 
the  process  and  on  what  is  being  done  to  un- 
derstand the  process.  This  is  not  a simple  mat- 
ter, nor  should  there  be  any  illusions  that  the 
suggested  approaches  will  be  easily  put  into 
operation.  Perhaps  raising  these  issues  will 
make  possible  a dialog,  however,  at  least  be- 
tween providers  of  service  and  third-party 
payers  who  can  recognize  their  ultimate  com- 
mxanity  of  interest. 

The  very  inefficiency  of  psychotherapeutic 
technique  marks  this  field  as  one  where  the 
greatest  changes  can  and  must  be  accom- 
plished. Although  it  is  easy  to  argue  that  the 
final  answers  must  come  from  research,  the 
funding  for  such  research  will  not  come  from 
the  pharmaceutical  industry.  Most  private 
sector  industry  invests  well  over  10  percent  in 
research  and  development.  In  the  public  sec- 
tor, biomedical  research  is  well  below  one- 
half  of  1 percent  of  the  cost  of  providing 
medical  services.  If  the  service  needs  of  this 


Nation  are  ever  to  be  met  efficiently  and 
economically,  the  best  investment  is  likely  to 
be  a moderate  increaise  in  the  percentage  de- 
voted to  research  in  the  process  of  treatment. 

Summary 

The  highly  touted  effectiveness-reimbursal 
equation  being  applied  to  psychotherapy  ig- 
nores other  issues  that,  if  resolved,  could 
provide  a framework  for  a rational  cost  con- 
tainment of  psychotherapy  within  the  third- 
party  reimbursal  system.  As  with  many  other 
medical  treatments,  reimbursal  should  be 
based  upon  the  legitimacy  of  psychothera- 
peutic treatment  where  "legitimacy"  refers  to 
generally  accepted  principles  of  treatment 
applied  by  properly  trained  and  competent 
professionals  to  appropriate  and  debilitating 
disorders.  The  rational  baisis  for  the  treatment 
should  be  amenable  to  scientific  scrutiny;  and 
research  should  focus  on  discovering  those 
specific  and  nonspecific  aspects  of  the  various 
psychotherapeutic  approaches  that  provide 
their  effectiveness,  with  the  ultimate  goal 
being  to  greatly  increaise  the  efficacy  and 
cost-effectiveness  of  applying  specific  psy- 
chotherapeutic interventions. 
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Chapter  14 


Summary  of  Discussion  on  Modalities 


Participemts  in  the  discussion  on  treatment 
considered  the  dilemma  of  defining  insurance- 
reimbursable  psychotherapy  treatments.  They 
cited  outpatient  care  for  anxiety  and  depres- 
sion as  the  dominant  treatment  receiving 
third-party  payment,  especially  in  the  Wash- 
ington, D.C.,  area,  which  has  twice  as  many 
psychiatrists  per  capita  as  any  other  city  in 
the  world.  Nonmedical  providers  such  as  psy- 
chologists and  social  workers  make  wide  use  of 
these  diagnoses  as  well. 

Speakers  stressed  the  need  for  boundaries 
around  reimbursement  that  relate  to  the  pa- 
tient's level  of  disability.  Yet  they  protested 
treatment  effectiveness  as  a criterion  for  in- 
surzince  payment,  pointing  to  bad  backs  and 
acne  as  examples  of  medical  problems  that  are 
treated  and  reimbursed  without  necessarily 
being  corrected. 

Reimbursement  shoiald  require  some  evi- 
dence that  psychotherapy  is  taking  place, 
however.  Some  cases  of  psychotherapy  occur 
over  long  periods  of  time,  yet  there  is  a min- 
imal level  of  patient-therapist  activity  (i.e., 
no  emotional  attachment  develops  between 
them).  With  a severely  dysfunctional  patient, 
such  detachment  is  part  and  parcel  of  the  pa- 
tient's disability.  If  that  same  reaction  occtirs 
with  a patient  who  is  in  most  respects  fac- 
tional zmd  healthy,  however,  the  psycho- 
therapy probably  is  limited,  and  question  was 
raised  as  to  the  appropriateness  of  reim- 
bursement in  such  cases. 

Medical  doctors  treat  and  are  reimbursed 
for  persons  with  influenza,  when  everyone 
knows  that  staying  in  bed  and  drinking  fluids 
will  take  care  of  the  flu.  Seeking  medical 
advice  in  this  case  is  not  questioned  by  in- 
surers, but  similar  claims  with  regard  to  psy- 
chotherapy are  challenged.  Insurers  for  mental 
health  services  express  the  double  obligation 
to  discourage  long-term  treatment  for  prob- 
lems that  should  be  amenable  to  short-term 
treatment,  but  to  provide  long-term  benefits 
for  persons  with  serious,  life-long  problems. 


Certain  medical  procedures  are  questioned 
by  insurers.  Interoctdar  lenses  and  heart  trans- 
plants are  both  under  investigation.  In  all 
treatment  fields,  insurers  need  to  define  what 
they  are  going  to  pay  for.  Some  kind  of  meas- 
urement is  needed — in  psychotherapy,  for  ex- 
ample, what  a therapy  is,  at  what  point  it 
reaches  general  acceptance,  its  cost-effec- 
tiveness. Accepted  treatments  are  reimbursed 
without  asking  if  they  work.  Questions  are 
asked  only  when  a treatment  is  not  accepted, 
and  then  all  kinds  of  questions  are  asked:  Does 
it  work?  Is  it  safe?  Can  a provider  get  sued  for 
doing  it? 

All  of  the  mental  health  professions  mtist  be 
willing  to  sit  down  aind  begin  to  police  them- 
selves in  some  kind  of  peer  review  to  deter- 
mine what  is,  indeed,  truly  a medical  proce- 
dure in  psychotherapy.  Helping  individ\aals  to 
enhance  their  creativity  or  avoid  boredom  is  a 
legitimate  use  of  the  therapist's  time  and  the 
patient's  money.  Seeking  insurance  coverage 
for  such  sessions  woiold  approach  fraud,  ac- 
cording to  some  participants. 

Despite  objections  from  the  professions, 
third-party  payers  insisted  that  they  will  de- 
cide what  constitutes  acceptable  treatment 
unless  the  professions  can  come  up  with  hard 
data  showing  the  efficacy  of  psychotherapy. 
More  specifically,  the  boards  of  directors  of 
insurance  companies,  CHAMPUS,  and  other 
federally  supported  insurance  programs  will 
decide.  There  is  concern  that  psychotherapy 
payments  may  become  a bottomless  pit. 
Reimbursement  sources  and  other  parties  zire 
looking  for  objective  measurements  and  solid 
comparisons  of  the  meiny  psychotherapeutic 
treatment  modalities  to  see  which  ones  work 
in  which  ceises  and  which  ones  do  not  work. 
Data  already  in  hand  indicate  that  psycho- 
therapy medications  seem  to  work  best  in 
treating  schizophrenia.  The  same  could  be  said 
about  manic-depressive  illness  and  lithium. 
Certain  other  factors  count  into  outcome 
data,  such  as  that  long-term  psychoanalytic 
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psychotherapy  does  not  seem  to  work  quite  as 
well  2is  medications. 

Mainy  participants  expressed  dismay  over 
the  "tremendous  discrimination  (by  insurers) 
against  psychiatric  treatment."  Insurers  re- 
sponded that  the  mental  health  professions 
have  not  shown  whether  treatments  work  well 
or  have  long-term  outcomes  or  improve  func- 
tion. Mental  health  has  been  through  an  ex- 
perimental phzise  over  the  past  several  years, 
exploring  what  can  be  done  to  make  persons 
who  are  mentally  ill  well,  and  the  professions 
now  appear  to  be  at  a crossroads.  Psychother- 
apists countered  by  relaying  the  difficulty  of 
reducing  the  elements  of  interpersonal  re- 
lations to  quantifiable  items  such  as  an  arth- 
ritic patient's  pills. 

The  underlying  theme  of  the  disciassion  was 
restated:  There  is  enough  money  in  the  sys- 
tem, but  it  is  not  being  applied  properly.  It  is 
not  necessarily  being  misapplied  in  the  sense 
of  unethical  providers  or  improving  education; 
rather,  somehow  or  another  the  chronically 
mentally  ill  aind  the  severely  mentally  ill  are 
not  getting  a great  deal  of  the  treatment  for 
which  claims  are  being  made.  This  has  some- 
thing to  do  with  how  professionals  go  about 
approaching  the  patient  population. 

Members  of  the  mental  health  profession 
again  stated  they  can  docioment  that  psycho- 
therapy works.  Specifying  the  differences  be- 
tween therapies  A,  B,  and  C is  einother  matter, 
however.  Differences  are  quite  small,  and 
similarities  account  for  much  common  vari- 
ance. Processed  findings,  in  which  the  impor- 
tant central  element  can  be  identified,  are 
essential  to  justifying  psychotherapy.  The  field 
must  isolate  these  factors  as  best  it  can,  given 
the  difficulties  and  the  limited  funds  that  will 
characterize  such  research.  Someone  must  be 
able  to  go  to  the  third-party  payers  and  mar- 
ket what  psychotherapists  provide  and  the 
limited  form  in  which  it  can  be  provided.  This 
is  true  even  though  some  psychotherapists 
cainnot  explain  what  goes  on  in  psychotherapy. 

Mental  health  professionals  understand  that 
psychotherapy  works,  but  Congress  is  saying 
"prove  it."  Instead  of  comparing  psychother- 
apies, researchers  will  have  to  look  to  process. 
As  far  as  practicality  goes,  peer  review  groups 
should  be  asked  to  differentiate  between  psy- 
chotherapy for  medical  purposes  and  psycho- 
therapy for  growth.  Reimbursement  for 
growth  should  then  be  denied  because  that  is 
not  the  insurer's  job,  but  payment  for  medical 
treatment  should  be  approved. 

Setting  criteria  for  psychotherapy  is  a dif- 
ferent taisk  entirely,  one  of  assessment,  con- 


sensus, and  then  specification  of  accepted 
medical  treatment  under  the  agreed-upon  def- 
initions. Psychotherapy  has  not  begtan  to  have 
these  answers  in  a systematic  faishion,  and  the 
split  of  the  mental  health  profession  into  mzmy 
subgroups  does  not  encourage  such  cooper- 
ation. Three  questions  clearly  arise,  however, 
as  the  issues  to  be  addressed:  Which  population 
should  receive  treatment?  Are  treatments 
efficacious?  Which  treatments  are  better  than 
others?  Each  of  these  needs  to  be  approached 
by  a different  strategy.  Efficacy  may  be  the 
easiest  of  the  three. 

Providers  addressed  the  third-party  payers' 
apparent  double  standard  in  what  effec- 
tiveness data  are  required  of  mental  health 
practitioners  as  opposed  to  purely  medical 
providers.  Were  the  mental  health  field  to 
discriminate  medically  necessary  treatment 
from  growth  treatment  and  give  third-party 
payers  a tight  standard,  for  example,  third- 
party  carriers  would  not  necessarily  remove 
all  limitations  within  the  medically  necessary 
category.  Speculation  arose  as  to  what  addi- 
tional factors  block  evenhandedness  with  re- 
gard to  mental  health  coverage. 

In  response  to  provider  concerns,  third- 
party  representatives  offered  some  explaina- 
tions.  First  of  all,  CHAMPUS  is  not  an  insur- 
ance program,  but  a benefits  program.  It  can 
therefore  go  through  and  state  whatever  serv- 
ices it  wants  to  pay  for.  If  CHAMPUS  decides 
to  cover  massage  parlors,  theoretically  that 
wotild  be  fine. 

The  commercial  carriers  do  not  have  that 
freedom.  With  the  exception  of  the  Federal 
Health  Employees  Benefit  (FHEB)  program, 
whose  contracts  are  rewritten  every  year  and 
can  then  incorporate  new  restrictions  and  ex- 
clusions, health  insurance  policies  nationwide 
have  no  exclusions  written  in.  Policy  language 
going  back  for  many  years  essentially  says  this 
policy  pays  for  the  treatment  of  disease  or 
accidental  injury,  inclioding  mental  illness, 
providing  the  treatment  is  reaisonable,  cus- 
tomary, generally  accepted,  and  medically 
necessary. 

Recently,  a carrier  was  billed  $12,000  for  an 
unusual  therapy  that  the  company  decided  was 
not  medically  necessary,  reaisonable  and  cus- 
tomary, or  generally  accepted,  so  it  denied  the 
claim.  The  carrier  was  sued,  prepared  its  case, 
went  to  court,  and  won,  getting  a directed 
verdict  that  the  carrier  was  right  in  what  its 
contract  said.  This  extreme  example  shows 
why  total  coverage  for  mental  health  benefits 
is  unlikely  in  the  near  future.  Insurance  rep- 
resentatives did  acknowledge,  however,  that 


62 


the  mental  health  field  has  been  discriminated 
against  for  50  years  and  is  still  being  dis- 
criminated against. 

Health  care  technology  has  been  focused 
largely  on  medical,  surgical,  and  obstetrical 
technologies  and  procedures.  Specific  tech- 
nologies have  become  increasingly  scientific 
and  refined,  and  entities  like  the  National 
Center  for  Health  Care  Technology  and  a 
number  of  independent  private-sector  groups 
have  been  set  up  by  professional  organizations. 
Psychotherapy  has  not  received  such  attention. 

Standards  for  reimbursable  care  are  gen- 
erally made  according  to  some  broad  princi- 
ples— medical  necessity,  medical  appropri- 
ateness related  to  level  of  care,  the  general 
standard  of  practice  in  this  country — that 
have  always  been  tied  into  a medical  opinion. 
All  third-party  payers  receive  advice  from 
professional  groups.  Sometimes  these  advisors 
render  opinions  that  may  not  be  popular  with  a 
significant  sector  of  the  practicing  community, 
and  sometimes  determinations  are  made 
purely  for  economic  or  political  reasons.  The 
CHAMPUS  program,  for  instance,  does  not  pay 
for  any  kind  of  sexual  dysfunction;  Congress 
has  determined  that  CHAMPUS  will  not,  and 
that  means  medical,  psychological,  or  other- 
wise. Anything  that  is  tied  into  a sexual  dys- 
function is  not  paid  for. 

Decisions  are  made  for  many  reasons.  They 
may  come  out  of  some  ethical  or  scientific 
realm.  Congress  and  other  third-party  deci- 
sionmakers are  becoming  a little  more  savvy 
right  now,  and  the  economic  factor  will  have 
increasing  influence  on  what  and  how  decisions 
are  made. 

Congress  has  a tremendous  task  ahead  of  it, 
because  someday  someone  is  going  to  have  to 
make  decisions  in  this  society  about  who  gets 
medical  care  and  who  does  not.  The  end-stage 
renal  disease  program  is  one  example.  Can  the 
society  afford  X number  of  individuals  on  di- 
alysis for  the  rest  of  their  lives?  Can  the  in- 
siarance  structure  support  $50,000  to  $70,000  a 
clip  for  a cardiac  transplant  or  a liver  trans- 
plant? In  an  era  of  diminishing  resoiorces, 
decisions  will  have  to  be  made  about  such 
matters.  Whether  people  should  receive  psy- 
chotherapy, who  should  be  eligible  for  psycho- 
therapy— these  are  ethical  decisions  as  well, 
yet  they  seem  unlikely  to  be  protected  by  the 
profession. 

Providers  again  pursued  the  question  of 
whether  reimbursement  decisions  on  strictly 
medical  care  are  based  on  effectiveness  data, 
and  third-party  representatives  responded. 
The  decision  to  cover  dialysis  was  made  with  a 


stroke  of  the  pen  in  Washington  as  far  ais  Med- 
icare goes,  but  the  industry  decided  to  cover 
triple  b3rpass  surgery.  Even  heart  transplants 
under  certain  circumstances  are  covered.  Low 
back  pain  is  a different  issue.  Claims  on  one 
person's  back  may  span  3 or  4 years  and  may 
incliade  visits  to  a general  practitioner,  an 
orthopedist,  an  osteopathic  physician,  a chiro- 
practor, and  an  acupuncturist.  CHAMPUS  does 
not  pay  for  chiropractor  care  or  for  acupunc- 
ture, although  certain  medical  osteopathic 
services  are  covered. 

The  insurance  industry  uses  two  fundamen- 
tally different  processes  of  evaluation  for 
coverage  determination.  One  is  a formal  con- 
sensus meeting  in  which  efficacy  data  are 
elaborated  upon  and  compared  very  specifi- 
cally for  a distinct  kind  of  procedure.  The  oth- 
er is  the  relatively  informal  and  sometimes 
frequent  process  of  asking  a doctor  whether  a 
certain  treatment  is  an  acceptable  kind  of 
procedure.  The  latter  is  generally  used  in  low 
back  pain  cases.  Here  are  two  different  pro- 
cesses for  arriving  at  different  kinds  of  de- 
terminations: Which  should  be  applied? 

Before  1968,  the  FEHB  program  resembled 
most  insurance  coverage  across  the  United 
States.  Mental  and  nervous  disorders  were 
discriminated  against  through  a 50-percent 
copayment.  A person  receiving  treatment  for 
mental  illness  had  to  pay  50  percent  of  the 
charge.  In  1968,  the  psychiatric  community  in 
Washington,  D.C.,  convinced  the  Congress  that 
this  policy  was  discriminatory,  and  that  men- 
tal illness  should  be  treated  the  same  as  any 
physical  illness,  with  a 20-percent  copayment. 
Both  Aetna  and  Blue  Cross/Blue  Shield,  the 
two  largest  insurers,  went  to  20-percent  co- 
payments. Blue  Cross/Blue  Shield  insure  about 
half  of  the  Federal  work  force,  Aetna  has 
about  a third,  and  30-odd  additional  plans 
complete  the  Federal  program.  Most  of  the 
minor  plans  historically  had  poor  mental 
health  benefits. 

When  the  two  major  carriers  began  the  20- 
percent  copayments,  about  5 to  5.8  cents  out 
of  every  health  care  dollar  was  going  toward 
mental  illness.  Gradually,  that  percentage 
started  to  climb.  Blue  Cross/ Blue  Shield 
reached  about  7.5  percent,  but  the  Aetna  pro- 
gram soared  nationwide  to  12  percent:  12 
cents  out  of  every  dollar  was  going  to  mental 
health.  Admittedly,  the  Aetna  high  option  plan 
offered  very  good  coverage,  and  persons  who 
would  be  apt  to  go  into  psychotherapy  would 
know  this  and  elect  the  Aetna  program. 

When  Aetna's  mental  health  care  percen- 
tage went  to  12  percent  nationally,  it  reached 
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30  percent  in  Washington,  D.C.  Thirty  cents 
out  of  every  dollar  Aetna  was  paying  out  in 
October  1974  v/as  going  to  psychiatrists  or 
hospitals.  But  schizophrenics  and  other  se- 
verely disabled  persons  were  not  running  up 
the  chan*ges.  Aetna's  records  showed  private 
practice,  outpatient  psychotherapy  (primarily 
for  anxiety  and  depression),  was  everywhere 
and  appeared  to  continue  ad  infinitiim. 

About  that  time,  Aetna  instituted  its  20- 
visit  limit,  and  Blue  Cross/Blue  Shield  told  the 
Civil  Service  Commission  of  its  intention  to 
rettom  to  the  50-percent  copayment.  An  em- 
ployee of  Blue  Cross/Blue  Shield  leaked  the 
company's  change  to  the  psychiatric  com- 
munity, which  protested  vehemently  and  suc- 
ceeded in  having  the  Civil  Service  Commission 
prohibit  the  change.  The  psychiatric  commu- 
nity never  looked  at  Aetna's  20-visit  limit.  At 
the  next  open  seaison,  everyone  who  wais  using 
mental  health  benefits  transferred  to  Blue 
Cross/Blue  Shield,  and  Aetna  had  a cutback  of 
about  $5  million.  Blue  Cross/Blue  Shield  went 
up  about  $20  million  on  its  program,  and  it 
kept  going  up.  That  is  why  Blue  Cross/Blue 
Shield  this  year  put  in  a 50-visit  limit  per  year 
for  any  kind  of  treatment  and  an  outside  limit 
of  $60,000  for  inpatient  treatment. 

The  insTiraince  industry  looks  at  the  FEHB 
program  as  the  chief  example  of  what  is  hap- 
pening in  health  insiirance.  If  abuses  are  noted 
in  the  Federal  program,  other  carriers  are 
warned  to  avoid  open-ended  benefits,  which 
can  leaid  to  outrageous  costs.  The  Washington 
experience  has  been  of  great  importance  to 
every  health  care  provider  across  the  country. 

Blue  Cross/Blue  Shield  mental  health  reim- 
bursements have  remained  at  about  7.7  per- 
cent of  total  costs  over  the  paist  5 years.  But, 
in  a program  of  this  size,  even  one-tenth  of  1 
percent  represents  a huge  dollar  amount,  and 
it  has  put  the  carrier  in  an  adverse  selection 
position,  even  with  a rate  increase  of  $60  a 
month. 

One  might  hypothesize  about  offset  benefits 
or  that  persons  going  into  intensive  psycho- 
therapy might  be  essentially  young  and  healthy 
and  therefore  have  less  chronic  physical  dis- 
ability. In  fact,  the  patients  were  mostly  mid- 
dle-aged people  who  were  not  happy  with 
themselves.  Patients  who  receive  decent  men- 
tal health  care  do  make  less  tise  of  other  pro- 
viders for  physical  problems.  Research  stvidies 
in  this  area  would  benefit  all  concerned. 

Discussion  evolved  to  the  central  issue  of 


separating  persons  with  medical  problems 
from  those  with  problems  in  living,  which 
might  have  solved  the  instirance  problem.  One 
camnot  simply  pxill  out  schizophrenics  and 
chronic  patients  and  aissume  that  every  other 
mental  health  patient  has  problems  in  living. 
The  far  more  diffic\ilt  task  is  to  delineate  out 
of  that  large  nonpsychotic,  nonchronic,  non- 
schizophrenic pool  those  individuals  with  an- 
xiety disorders,  less  than  severe  depressions, 
and  obsessive-compvilsive  and  some  adjust- 
ment reactions,  who  have  legitimate  illnesses 
that  should  be  reimbursed.  These  persons  are 
in  a completely  different  category  from  those 
who  want  insuraince  to  help  them  live  a more 
creative  life.  Society  as  a whole  benefits  from 
anxious  and  depressed  persons'  going  into  psy- 
chotherapy because  their  productivity  and 
their  contributions  overall  to  society  increase. 
The  Washington  example  showed  that  "growth 
experiences"  ate  up  the  insurance  dolleir  and 
caused  tintold  difficulties. 

Providers  agreed  that  the  professions  must 
be  willing  to  acknowledge  and  confront  the 
difference  between  a medical  problem  treated 
by  psychotherapy  and  many  other  irregular- 
ities also  treated  with  psychotherapy.  A com- 
mittee representing  the  Americam  Psychiatric 
Association,  the  American  Psychological  As- 
sociation, the  National  Association  of  Social 
Workers,  and  other  professional  groups  would 
have  to  address  criteria,  look  at  cases,  and 
seairch  for  agreement,  which  would  probably 
come  easily  once  participants  accepted  the 
initial  concept. 

Third-party  payers  also  recognized  the  need 
to  zLssert  themselves  in  sorting  out  legitimate 
claims  but  confessed  that  their  lack  of  ex- 
pertise, particularly  in  the  mental  health  area, 
hampers  this  activity.  CHAMPUS  is  somewhat 
\inique,  in  fact,  among  third-party  payment 
programs  in  having  a psychiatrist  on  staff.  The 
CHAMPUS  program  thought  it  ironic  that  it  is 
paying  the  American  Psychiatric  Association 
and  the  Americein  Psychological  Association  to 
get  information  it  would  have  expected  to 
receive  from  these  organizations  voluntarily  in 
their  roles  as  advocates  for  patients. 
CHAMPUS  is  also  approaching  the  National 
Association  of  Sociail  Workers,  the  American 
Nurses  Association,  zind  the  American  Asso- 
ciation of  Marriage  and  Family  Therapists  for 
similar  zissistance,  which  it  hopes  to  continue 
2is  long  as  fionds  are  available. 
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Chapter  15 


Cost  Considerations  About  Mental  Health  Service  Providers 


Zebulon  Taintor,  M.D. 


Providers  represent  the  animate  who  pro- 
viding the  what  (modalities)  where  (settings). 
Providers  and  patients  are  the  only  compo- 
nents of  the  services  equation  that  can  be 
reached  directly  to  bring  about  changes  in 
total  costs.  Providers,  by  submitting  bills  or 
requiring  salary  support,  drive  the  whole 
system. 


Issues 

Panelists  from  psychiatry,  psychology,  so- 
cial work,  and  psychiatric  nursing  commented, 
zis  their  information  allowed,  on  some  or  all  of 
several  issues. 

General 

What  are  the  patterns  of  practice  in  each 
field?  What  axe  trends  there  in  recruitment, 
available  jobs,  shifts  between  public  and  pri- 
vate work,  changes  in  professional  status  and 
work?  To  what  degree  do  public  and  private 
providers  and  services  overlap? 

Education 

How  do  practitioners  build  on  their  existing 
foundations  of  knowledge  to  use  new  modali- 
ties or  make  existing  treatments  more  cost- 
effective?  What  is  the  general  effect  of 
training  on  subsequent  career  paths?  Is  con- 
tinuing education  required? 

To  what  degree  can  various  providers  with 
relatively  incomplete  initial  educational  qual- 
ifications be  developed  to  do  what  through 
on-the-job  training  and  experience  (e.g.,  bac- 
calaureate or  master's  level  psychologists, 
diploma  nurses,  etc.),  as  contrasted  with  re- 
quiring completion  of  greater  initial  educa- 
tional requirements? 


Substitutability,  Comparability,  and 
Expertise 

To  what  degree  do  providers  share  common 
notions  that  enable  them  to  speak  a common 
language  of  diagnosis-etiology  and  treatment? 
For  example,  the  American  Psychiatric  Assoc- 
iation has  adopted  a third  version  of  its  Diag- 
nostic and  Statistical  Manual  (DSM-III),  which 
will  be  used  by  nonpsychiatric  physicians  as 
well.  To  what  degree  will  DSM-III  be  useful  to 
or  used  by  the  other  mental  health  profes- 
sions? To  what  extent  is  diagnosis  correlated 
with  treatment? 

Wliat  level  of  training  is  required  for  what 
sorts  of  services?  Where  should  diagnosis  oc- 
cur, and  who  should  do  it?  How  is  ongoing 
treatment  to  be  monitored?  This  question  ap- 
plies to  issues  of  overlap  both  among  the  men- 
tal health  professions  and  within  each  pro- 
fession (including  medicine,  where  specialty 
training  in  psychiatry  confers  a separate 
status  beyond  the  common  M.D.).  Arguments 
for  expertise  are  based  on  quality,  while  ar- 
guments for  substitutability  are  generally 
based  on  cost.  What  balance  is  recommended? 

Insurance  Mandates  and  Coverage 

What  insurance  costs  should  be  covered?  To 
what  degree  should  coverage  be  related  to  the 
identity  of  the  provider?  To  what  degree  have 
increasing  mental  health  costs  been  related  to 
meeting  previously  untreated  needs,  as  con- 
trasted with  treating  those  defined  as  the  ex- 
cluded group  in  the  conference  charge?  How 
much  of  a problem  is  inappropriate  use  of 
insurance  with  the  conscious  or  inadvertent 
collusion  of  providers  who  may  have  been  too 
willing  to  bill  for  services  their  recipients 
could  have  done  without?  To  what  degree  do 
provider  costs  offset  costs  that  might  other- 
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wise  have  been  inciirred  in  general  medical 
care?  What  is  the  effect  of  mandating  mental 
health  insiirance  coverage? 


Background 

Four  mental  health  professions  are  generally 
accepted:  psychiatry,  psychology,  psychiatric 
nursing,  and  social  work.  Significant  services 
are  also  provided  by  mental  health  workers  at 
the  baccalavireate  level  or  below  who  are  not 
members  of  the  mental  health  professions  eind 
by  nonpsychiatric  physicians.  Many  other  pro- 
viders offer  services  that  may  be  more  or  less 
related  to  mental  health  and  for  which  in- 
suTcince  coverage  is  sometimes  sought.  Only 
the  four  core  professions  are  represented  on 
this  panel,  as  the  other  groups  are  less  well 
defined  and  pose  fewer  reimbursement  issues. 
Most  of  the  data  in  this  section  are  drawn 
from  an  NIMH  Report  to  the  Senate  (1980). 
Since  all  the  professions  report  shifts,  usually 
from  public  to  private  work,  it  should  be  noted 
that  such  analyses  may  be  complicated  by 
generational  differences,  such  as  the  appzu'ent 
increased  idealism  and  commitment  of  recent 
graduates  (Blum  and  Redlich  1980). 

Psychiatry 

Psychiatry  emerged  as  a formal  medical 
specialty  in  1933  with  the  establishment  of  the 
American  Board  of  Psychiatry  and  Neurology. 
All  psychiatrists  must  complete  at  leaist  4 
years  of  specialty  training  eifter  obtaining  the 
M.D.  or  D.O.  degree.  The  current  membership 
of  the  American  Psychiatric  Association,  ex- 
cluding members-in-training  and  retirees,  is 
about  24,000.  All  are  eligible  for  certification, 
and  about  60  percent  are  certified.  There  are 
perhaps  7,000  nonmember  psychiatrists,  about 
whose  activities  little  is  known.  Child  psychi- 
atry was  officially  recognized  as  a sub- 
specialty within  general  psychiatry  in  1959; 
approximately  3,000  child  psychiatrists  are 
included  in  the  preceding  figures.  The  practice 
patterns  of  psychiatrists  are  presently  the 
focus  of  a national  survey  being  undertaken  by 
the  American  Psychiatric  Association;  avail- 
able data  indicate  more  or  less  complicated 
blends  of  public  and  private  work. 

Althou^  63  percent  of  recent  graduates  do 
not  engage  in  private  practice  in  their  first 
jobs  zd’ter  graduation  (American  Association  of 
Directors  of  Psychiatric  Residency  Training 
1980),  a long-term  movement  into  private 
practice  has  been  reported  (Knesper  and 
Carlson  1981).  Psychiatrists  are  unevenly 


distributed,  although  all  States  have  gained 
psychiatrists  in  recent  years  amd  there  is  in- 
creasing spreaid  to  smaller  towns  and  rural 
arezis,  with  psychiatric  association  members 
found  in  all  counties  in  6 States.  However,  75 
percent  of  the  counties  in  15  States  do  not 
have  member  psychiatrists.  Psychiatry  has  had 
recruitment  problems,  but  the  situation  has 
greatly  improved  since  a conference  on  this 
subject  W21S  held  in  1980;  the  number  of  medi- 
cal school  graduates  choosing  programs  for  the 
National  Resident  Matching  Program  in- 
creased 17  percent  in  1981  and  15  percent 
more  in  1982,  for  a 2-year  increase  of  35 
percent. 


Psychology 

Although  it  has  roots  aind  traditions  in  a 
relatively  long  history  of  academic  psychol- 
ogy, clinical  psychology  as  a mental  health 
profession  has  developed  largely  since  World 
War  11.  Training  combines  psychological 
assessment  and  treatment  with  a strong  em- 
phasis on  reseairch,  research  methods,  and 
evaluation.  Although  graduate  training  in 
psychology  takes  place  at  both  master's  and 
doctoral  levels,  master's  degrees  are  now 
generic  rather  than  specialized.  To  be  fully 
qualified  for  the  delivery  of  mental  health 
services,  a psychologist  m\ist  have  earned  a 
doctoral  degree.  Although  clinical  psycholo- 
gists constitute  the  greatest  number  of  psy- 
chologists working  in  health  care  setting, 
counseling  psychologists,  community  psychol- 
ogists, and  school  psychologists  also  play  im- 
portant and  expanding  roles  in  the  delivery  of 
mental  health  care. 

A comprehensive  review  of  data  on  its 
members  was  recently  published  by  the  Amer- 
ican Psychological  Association  (APA  1981).  An 
estimated  100,000  psychologists  represent  all 
fields  at  both  the  meister's  and  doctoral  levels. 
Of  these,  about  26,000  at  the  doctoral  level 
provide  mental  health  services,  of  whom  5,000 
provide  specialized  services  for  children 
(NIMH  1980).  Although  there  has  been  a strong 
tradition  for  service  cau*eers  emphasizing 
public  zmd  other  organized  ceire  settings,  of- 
fice practice  has  increased.  It  is  the  primary 
employment  setting  for  25  percent  of  member 
Ph.D.'s  and  is  the  primeiry  setting  in  which 
services  2u:e  provided  for  45  percent  of  mem- 
ber Ph.D.'s  responding  to  the  1978  APA  Hu- 
man  Resources  Survey — many  of  whom  have 
salaried  positions  that  may  not  involve  direct 
service.  The  distribution  is  similar  to  that  of 
psychiatrists. 
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Psychiatric  Nursing 

Nurses  have  always  occupied  an  important 
place  in  the  care  of  the  mentally  ill,  but  psy- 
chiatric nursing  hzis  emerged  as  a formal 
specialty  only  since  World  War  11.  Although 
formal  training  in  psychiatric  nursing  occurs 
at  both  the  master's  and  doctoral  levels,  only 
about  9,000  master’s  degree  psychiatric  nurses 
have  been  trained  since  1950.  Existing  data 
often  define  a "psychiatric  nurse"  as  any  nurse 
working  within  the  mental  health  facility. 
Such  nurses  might  have  a 3-year  diploma,  an 
zissociate's  or  bachelor's  degree,  or  a master's 
degree  in  psychiatric  (mental  health)  nursing. 
For  a 1977  sample,  the  American  Nurses' 
Association  (ANA)  found  that,  of  958,308 
persons  employed  in  nursing,  52,768  (5.5  per- 
cent) listed  the  psychiatric/  mental  health 
area  of  clinical  practice  (including  6,586,  or 
12.5  percent,  at  the  master's  or  doctoral  lev- 
el). Tlie  vast  majority  (74  percent)  of  the  last 
are  employed  in  hospitals  and  schools  of  nur- 
sing, with  12  percent  in  community  mental 
health.  Because  of  the  relatively  small  number 
of  master's-prepared  psychiatric  nurses,  good 
vacancy  data  are  unavailable  (ANA  1981). 

Social  Work 

Social  work  has  a long  and  dedicated  trad- 
ition of  service  to  the  mentally  ill,  especially 
with  regard  to  assessing  social  and  cultural 
factors  impinging  on  patients  and  their  ill- 
nesses and  to  using  agency  resources  toward 
the  rehabilitation  and  social  readjustment  of 
the  individual  and  family.  Training  is  generic 
and,  at  least  at  the  basic  professional  level 
(meister's  degree),  does  not  distinguish  formal 
subspecialties.  Thus,  the  term  "psychiatric" 
social  worker  is  something  of  a misnomer, 
since  all  qualified  social  workers  have  sub- 
stantial training  and  experience  in  mental 
health  problems.  However,  some  programs, 
curriculums,  and  field  work  experience  spe- 
cifically emphasize  the  mental  health  eispects 
of  social  work. 

The  National  Association  of  Social  Workers 
(NASW)  currently  has  about  90,000  active 
members,  of  whom  perhaps  6,000  have  only  a 
bachelor's  degree  (NASW  1982).  Another 
35,000  members  are  inactive,  while  40,000 
nonmember  social  workers  are  known  to  NASW 
through  certification  agencies  in  various 
States  and  through  the  alumni  records  of  the 
schools  of  social  work.  Approximately  half  of 
recently  graduating  bachelors  go  on  to  work  in 
the  field,  while  approximately  half  of  them 
obtain  the  master's  degree.  As  with  nursing,  to 


some  degree,  reports  from  facilities  are  often 
skewed  by  accounts  of  the  numbers  of  occu- 
pants of  positions  such  as  "social  worker"  who 
are  in  fact  not  qualified  at  the  master's  or 
doctoral  level.  This  leads  to  larger  (300,000) 
estimates  of  the  number  of  social  workers 
than  actually  are  professionally  qualified. 

Approximately  22  States  regulate  the  prac- 
tice of  social  work,  usually  demonstrating 
marked  diversity.  Kansas  recognizes  five 
categories:  associate  social  worker,  bachelor 
of  social  work,  master  of  social  work  (M.S.W.), 
clinical  social  worker  (M.S.W.  with  2 years  of 
supervision),  and  private  practitioner  in  social 
work,  which  requires  2 years  of  supervision  in 
the  specialty  to  be  practiced. 

Nonpsychiatric  Physicians 

The  total  number  of  physicians  in  the  United 
States  in  1981  was  482,900,  up  15,000  from 
1980,  with  nearly  half  of  those  practicing 
(386,000)  in  primary  care,  74,000  internists, 
30,000  in  general  and  family  practice,  29,000 
pediatricians,  and  27,000  obstetrician/ 
gynecologists  {American  Medical  News  1982). 
The  Graduate  Medical  Education  National  Ad- 
visory Committee  (GMENAC)  estimated  a 
shortage  of  8,000  general  psychiatrists  and 
4,900  child  psychiatrists  against  presumed 
requirements  in  1990,  more  than  any  other 
specialty  (U.S.  DHHS  1980).  An  overall  siorplus 
of  130,000  physicians  was  projected,  with 
surpluses  of  1,900  in  general  and  family  medi- 
cine, 6,750  in  pediatrics,  and  8,400  in  general 
internal  medicine.  Preliminary  NIMH  data 
indicate  that  most  patients  with  psychiatric 
problems  are  handled  in  some  way  in  the  gen- 
eral medical  sector  (Regier  et  al.  1978). 

All  physicians  occupy  an  important  gate- 
keeping  role  in  the  entry  of  patients  into  the 
sjrstem,  so  NIMH  educational  programs  have 
been  directed  at  enhancing  the  abilities  of 
primary  physicians  to  conduct  interviews, 
make  appropriate  diagnoses,  provide  what 
treatment  they  can,  and  refer  appropriately. 
While  some  progress  has  been  made  in  this 
area,  most  studies  show  that  as  many  as  80  to 
97  percent  of  psychiatric  diagnoses  are  missed 
(Knights  and  Folstein  1977;  Glaiss  et  al.  1978; 
Marks  et  al.  1979;  Nielsen  and  Williams  1980; 
Linn  and  Yager  1982).  There  are  no  data  on 
the  amount  of  mental  health  teaching  carried 
out  in  training  programs  in  family  medicine, 
general  internal  medicine,  and  general  pedi- 
atrics. There  is  no  evidence  that  inability  to 
demonstrate  competence  in  handling  mental 
health  issues  in  all  patients  is  ever  exercised 
as  grounds  for  failure  in  training.  There  are  no 
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generally  accepted  standards  regarding  what 
nonpsychiatric  phjrsicians  should  be  able  to  do 
for  the  mentally  ill. 

Strong  financial  incentives  operate  for  per- 
forming procedures  rather  than  spending  time 
with  patients  (Almy  1981).  Economics  ciside,  it 
is  clear  that  other  issues,  such  as  educational 
and  socialization  experiences  within  medical 
school  and  experiences  dealing  with  psychi- 
atric patients,  affect  interest  in  treating  such 
patients  and  in  the  psychological  problems  of 
the  medically  ill.  A British  conference  on  re- 
cruitment into  psychiatry  patterned  after  the 
American  effort  brought  out  many  of  these 
issues  in  their  socialized  system.  However, 
economic  considerations  may  lead  to  more 
nonpsychiatric  physician  involvement  with  the 
mentally  ill  (Royal  College  of  Psychiatrists 
1982).  A recent  meeting  of  the  American 
Academy  of  Family  Practice  had  as  its  prin- 
cipal agenda  items  the  anticipation  of  tight 
money  and  stiff  competition  {American  Medi- 
cal News  1981).  It  is  likely  that  the  years  to 
come  will  see  some  considerable  further  dif- 
ferentiation of  the  role  of  nonpsychiatric  phy- 
sicians in  treating  mental  illness. 

Mental  Health  Workers 

The  President's  Commission  on  Mental 
Health  Task  Panel  on  Mental  Health  Personnel 
found  354  paraprofessional  training  programs 
at  the  associate  degree  level,  with  10,000 
graduates  in  1977.  Forty-five  percent  of  all 
full-time  equivalent  patient  care  staff  in 
mental  health  institutions  have  less  than  a 
bachelor's  degree.  The  130,000  mental  health 
workers  are  mostly  located  on  inpatient  units. 
A variety  of  studies  demonstrate  the  cost- 
effectiveness  of  mental  health  workers 
(Gartner  1977),  especially  in  performing  such 
services  as  home  visits  (Davis  1979).  More 
sttidies  need  to  be  done  to  determine  the 
prevalence  of  what  appears  to  be  a high  at- 
trition rate  of  psychiatric  aides,  mental  health 
aides,  indigenous  paraprofessional  workers, 
and  other  nontraditional  paraprofessional 
workers.  Some  of  this  attrition  is  due  to  em- 
ployment in  other  than  mental  health  agen- 
cies, while  some  individuals  return  to  school 
for  further  training  to  get  baccalaureate  and 
graduate  degrees.  Efforts  to  provide  career 
ladders  for  paraprofessionals  have  met  with 
varying  success. 

Other  Providers 

Psychiatrists,  family  physicians,  and  other 
mental  health  professionals  (with  the  possible 


exception  of  social  workers  amd  some  psy- 
chologists) deal  with  persons  diagnosed  as 
psychiatrically  ill,  those  having  recognized 
medical  diagnoses.  However,  psychotherapy 
clearly  may  be  administered  to  some  persons 
who,  as  Parloff  (1980)  hais  noted,  do  not  feel 
they  must  be  sick  in  order  to  feel  better  and 
who  have  popularized  a variety  of  "nonpre- 
scription, over-the-encounter"  remedies.  The 
distinction  between  coimseling  and  and  psy- 
chotherapy is  frequently  blurred.  In  1970,  471 
programs  granted  master's  degrees  in  coun- 
seling to  1,900  students  (Hollis  and  Wantz 
1977).  Doctoral  programs  average  approxi- 
mately 900  graduates  per  year. 

Within  the  ministry,  the  American  Associ- 
ation of  Pcistoral  Counselors  has  formalized 
requirements  for  membership.  In  1979,  490,000 
ministers  were  identified  in  the  country,  with 
270,000  in  charge  of  churches  or  synagogues 
and  many  of  these  involved  in  a gatekeeping 
function.  Although  the  American  Association 
of  Pastoral  Counselors  (AAPC)  listed  only 
1,600  members  as  of  1978,  257  centers  seem 
to  provide  therapy  for  family  and  individual 
problems  (AAPC  1978).  California  created  the 
title  of  "marriage  and  family  counselors"  in 
order  to  license  therapists  who  are  not  trained 
as  psychiatrists,  psychologists,  or  social 
workers.  The  State  had  9,663  such  counselors 
in  1979. 

Public  Versus  Private  Practitioners 

As  can  be  seen  from  the  foregoing,  compair- 
ing  the  activities  of  private  practitioners  in- 
cludes significant  gaps  in  knowledge.  Without 
better  data  on  office  practice,  it  is  hard  to 
determine  how  public  and  private  services 
compare  and  what  diversion  from  one  sector 
to  another  is  feasible  for  whatever  cost.  It  is 
clear  that  the  length  of  stay  in  public  facil- 
ities has  been  decreasing.  One-third  of  psy- 
chiatric hospitalizations  occur  in  general 
hospitals  without  psychiatric  units  (Kiesler 
n.d.);  very  little  is  taiown  about  these  services. 
Studies  of  individual  practitioners,  mostly 
psychiatrists,  have  produced  widely  varying 
resTolts.  Koran  (n.d.)  has  fotmd  that  the  ins\^- 
ance  climate  does  correlate  with  the  location 
of  providers. 

Facility  data  are  collected  biennially  on  a 
voluntary  sampling  bzisis  by  NIMH.  Trends  in 
full-time  equivalent  positions  of  total  patient 
care  staff  from  1972  to  1978  show  an  increase 
in  the  work  force  from  about  241,000  to  about 
293,000.  Changes  for  the  professions  as  a 
percentage  of  total  patient  care  staff  arer 
psychiatrists,  5.4  to  5.0;  other  physicians,  1.7 
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to  1.0;  psychologists,  3,9  to  5.6;  social  work- 
ers, 7.3  to  9.6;  registered  nurses  (master’s  not 
reported  separately),  12.9  to  14.5;  other  men- 
tal health  professionals  (not  core  profession, 
but  training  above  a bachelor's),  7.3  to  13,4; 
licensed  practical  nurses,  8.1  to  5.7;  and  men- 
tal health  workers,  50.1  to  41.9  (NIMH  1973, 
1978).  In  general,  these  data  speak  to  the 
overall  stability  of  the  public  system,  despite 
marked  shifts  of  locus  of  treatment  within  it, 
for  example,  from  State  hospitals  to  the 
community. 

Cost  Containment  and  Changing 
Physicians’  Practice  Behavior 

A recent  comprehensive  review  in  the  Jour- 
nal of  the  American  Medical  Association 
(Eisenberg  and  Williams  1981)  noted  that  phy- 
sicians were  generally  ignorant  of  costs  and 
reviewed  six  methods  to  change  physicians' 
lose  of  medical  services:  education,  peer  re- 
view and  feedback,  administrative  changes, 
participation,  penalties,  and  rewards.  Educa- 
tional programs  had  mixed  success,  with  the 
greatest  efficacy  shown  for  those  using  indi- 
vidualized instruction.  Several  feedback  and 
peer  review  programs  have  demonstrated  a 
reduction  in  cost,  as  have  administrative  in- 
terventions. Penalties  and  direct  rewards  may 
be  effective,  including  one  program  to  en- 
courage psychiatric  residents  to  meet  ambu- 
latory care  norms  (Hunt  1980).  The  current 
reimbursement  system  could  offer  financial 
incentives  to  physicians  who  practice  in  a 
cost-effective  manner. 

Typically,  medical  societies  have  set  up 
committees  to  deal  with  physician  incompe- 
tence (Felch  and  Halpem  1979),  Psychiatry  has 
been  active  in  such  committees,  and  both  the 
American  Psychiatric  Association  and  the 
American  Medical  Association  have  cooper- 
ated at  all  organizational  levels  in  a program 
to  detect  and  deal  with  impaired  physicians. 
Psychiatric  peer  review  efforts  are  described 
in  chapters  19  and  20. 

Peer  Review 

The  mental  health  professions  all  have  en- 
gaged in  some  forms  of  peer  review  and 
quality  assurance.  This  activity  has  centered 
around  hospitalization  and  has  understandably 
involved  primarily  psychiatry  and  psychology 
(Kass  et  al.  1980;  ^ofessional  Psychologist 
1982).  Typically,  peer  review  requires  the  de- 
velopment of  standards  and  procedures,  the 
recruitment  of  reviewers,  and  the  selection  of 


cases  for  review  and  dissemination  of  results. 
All  four  professions  provide  manuals  for  their 
practitioners  (Coulton  1977,  1979;  American 
Psychiatric  Association  1981;  American  Psy- 
chological Association  1981;  American  Nurses' 
Association,  unpublished).  Although  the  Pro- 
fessional Services  Review  Organization 
(PSRO)  movement  is  reckoned  to  have  reduced 
Medicare  hospital  days  by  2 percent  (Con- 
gressional Budget  Office  1979),  application  of 
peer  review  to  outpatient  treatment,  with 
many  episodes  of  treatment,  poor  records,  low 
unit  costs,  low  audit  rate,  etc,,  weus  thought 
problematical.  Panelists  commented  on  the 
favorable  results  thus  far. 

Insurance  Issues 

Since  most  competitive  plans  are  new,  it  is 
xmderstandable  that  little  data  so  far  exist 
regarding  their  ultimate  effects.  The  field  has 
expressed  concern  about  adverse  selection, 
whereby  beneficiaries  may  eventually  select 
coverage  only  for  the  illnesses  they  expect  to 
have.  Those  who  are  right  will  drive  up  costs; 
those  who  are  wrong  will  be  left  with  uncov- 
ered bills.  Competition  ought  to  be  welcome 
2is  a guiding  principle  in  exploring  various 
means  to  achieve  an  agreedupon  end.  Chapter 
20  deals  with  concerns  around  cost  shifting. 
Some  highly  targeted  reviews  of  various  forms 
of  utilization  in  practice  programs  seem  to 
have  generated  isolated  reports  of  cost  re- 
duction (IP As  and  Psychiatry  1982).  Mental 
health  professionals  in  group  health  settings 
are  reported  to  increase  productivity  in  re- 
sponse to  feedback  (Craig  and  Patterson  1981). 

A review  of  legal  and  economic  issues  re- 
lating to  mandated  coverage  noted  that  most 
mandates  achieve  control  by  placing  a limit  on 
the  total  coverage,  usually  $500  per  outpatient 
(McGuire  and  Montgomery  1982).  The  true 
cost  of  the  mental  health  mandate  is  not  the 
total  cost  to  the  insurer,  because  the  cost  of 
psychotherapy  is  increasing  everywhere  due  to 
both  incresised  demand  and  price  increases.  A 
mandate  shifts  the  locus  of  final  payment  of 
cost  from  out-of-pocket  payments  to  pay- 
ments by  insurers  and  from  the  State  to  in- 
surers. Focusing  on  a single  insurer  ignores  any 
impact  on  the  cost  of  switches  in  contracts 
from  one  insurer  to  another  after  the  man- 
date. For  example,  psychiatric  participation  in 
Medicaid  is  low  (Schwartz  et  al.  1981).  The 
true  cost  of  the  mandate  is  the  increase  in 
resources  being  used  because  of  the  meindate. 
No  evidence  exists  that  the  passage  of  man- 
dates has  had  any  effect  on  the  growth  and 
numbers  of  psychiatrists,  but  the  number  of 
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psychologist  providers  has  notably  increaised. 
In  relative  terms,  a 10-  to  20-percent  increaise 
in  the  cost  of  psychotherapy  is  due  to  a man- 
date. Some  of  this  new  cost  is  borne  by  indi- 
vidiaals  in  the  form  of  deductibles,  copay- 
ments, or  payments  after  limits  have  been 
exceeded.  However,  costs  are  often  shifted 
from  existing  users  of  services  newly  covered 
or  from  State  budgets.  The  estimate  of  the  net 
increaise  in  cost  to  society  as  a whole  is  $1  to 
$2  per  person  per  year. 

Not  mcluded  in  any  of  these  calculations  are 
possible  offset  effects  of  mental  health  treat- 
ment on  general  medical  costs.  Generally, 
mandates  have  been  increeising  from  the  22 
States  whose  laws  were  revised  in  1977  (Gold- 
berg 1977),  because  mandates  are  held  to  in- 
sure that  everyone  is  able  to  pay  for  at  least 
minimal  health  care  and  to  correct  ineffi- 
ciencies in  insurance  markets  due  to  adverse 
selection,  as  well  as  overcome  the  ignorzince 
and  prejudice  against  treatment  for  mental 
conditions. 


Issues  for  Future  Consideration 

Several  issues  affect  the  development  of  the 
mental  health  services  network.  What  items 
should  be  part  of  the  continued  monitoring  of 
the  supply/distribution/activities  of  mental 
health  service  providers? 

What  items  should  be  recommended  for 
special  attention  in  training  programs? 

Is  it  reasonable  to  assume  that  research 
should  proceed  by: 

1.  Comparing  various  providers'  services 
and  achieved  outcomes  only  on  rigor- 
ously defined  patient  groups? 

2.  Verifying  whether  services  received  fit 
the  descriptions  offered? 

3.  Reviewing: 

- the  location  of  diagnosis  and  treat- 
ment planning  in  the  treatment 
system? 

- provider's  insurance  behavior? 

- effects  of  copayment? 

- effects  of  basic  professional  education 
and  continuing  education  on  costs? 

What  issues  require  policy  analysis? 

References 

Almy,  T.P.  The  role  of  the  primary  physician 
in  the  health-care  "industry."  New  England 


Journal  of  Medicine  304(4):  225-228,  1981. 

American  Association  of  Directors  of  Psy- 
chiatric Residency  Training.  "4th  Annual 
Survey,  1980,"  Unpublished. 

American  Association  of  Pastoral  Counselors. 
Directory  of  Pastoral  Counseling  Centers. 
New  York:  the  Association,  1978. 

American  Medical  News,  2 October  1981,  pp.  3 
and  19. 

American  Medical  News,  26  March  1982,  p,  17, 

American  Nurses'  Association.  Inventory  of 
Registered  Nurses,  1977-78.  Kansas  City, 
Mo.:  the  Association,  1981. 

American  Nurses'  Association.  Mental  Health 
Practice  Evaluation  Module.  Kansas  City, 
Mo.:  the  Association,  unpublished. 

American  Psychiatric  Association,  Peer 
Re- view  Committee.  Manual  of  Psychiatric 
Peer  Review.  2d  ed,  Wzishington,  D.C.:  the 
Association,  1981. 

American  Psychological  Association.  APA/ 
CHAMPUS  Outpatient  Psychological  Pro- 
vider Manual.  (Version  1.2,  January  1981). 
Available  from  APA/CHAMPUS  Project, 
1200  17th  St.,  N.W.,  Washington,  D.C  20036. 

American  Psychologist,  November  1981. 

Blum,  J.D.,  and  Redlich,  F.  Mental  health 
practitioners:  Old  stereotypes  and  new 

realities.  Archives  of  General  Psychiatry 
37(11):1247-1253,  1980. 

Congressional  Budget  Office.  The  Effects  of 
PSROs  on  Health  Care  Costs:  Current 

Findings  and  Future  Evaluations.  Washing- 
ton, D.C.:  Supt.  of  Docs.,  U.S.  Govt.  Print. 
Off.,  1979. 

Coulton,  C.  Quality  assurance  system.  Health 
and  Social  Work  2(5):  21-41,  1977. 

Coiilton,  C.  Social  Work  Quality  Assurance 
Programs.  Washington,  D.C.:  National  As- 
sociation of  Social  Workers,  1979. 

Craig,  T.J.,  and  Patterson,  D.Y.  Productivity 
of  mental  health  professionals  in  a prepaid 
health  plan.  American  Journal  of  Psychiatry 
138(4):  498-501,  1981. 

Davis,  M.  Cost  efficiency,  cost-effectiveness, 
and  benefit-cost  of  manpower  in  community 
mental  health  centers.  In:  National  Educa- 
tional Center  for  Paraprofessionals.  Mental 
Health  Monograph  Series  #2,  Report  #2, 
October  1979. 

Eisenberg,  J.M.,  and  Williams,  S.V.  Cost  con- 
tainment and  changing  physicians'  practice 
behavior.  Journal  of  the  American  Medical 
Association  246(19):2195-2201,  1981. 

Felch,  W.C.,  and  Halpem,  A.L.  Coping  with 
physician  incompetence.  New  York  State 
Journal  of  Medicine,  Nov.  1979. 

Gartner,  A.  "The  Effectiveness  of  Parapro- 
fessionals in  Service  Delivery."  Report  to 


72 


the  Task  Force  on  Personnel,  President's 
Commission  on  Mental  Health,  1977. 

Glass,  R.M.;  Allen,  A.T.;  Uhlenhuth,  E.H.; 
Kimball,  C.P.;  and  Borinstein,  D.l.  Psychi- 
atric screening  in  a medical  clinic.  Archives 
of  General  Psychiatry  35(10):1189-1195, 
1978. 

Goldberg,  F.  State  laws  mandating  mental 
health  insurance  coverage.  Hospital  and 
Community  Psychiatry  28:  759-763,  1977. 

Hollis,  J.W.,  and  Wantz,  R.A.  Counselor  Edu- 
cation Directory,  1977.  Muncie:  Acceler- 
ated Development,  Inc.,  1977. 

Hunt,  D.D.  Effects  of  incentives  on  economic 
behavior  and  productivity  of  psychiatric 
residents.  Journal  of  Psychiatric  Education 
4:4-13,  1980. 

IP  As  and  psychiatry:  Bumpy  road?  Psychiatric 
News  17(6),  1982. 

Kass,  F.;  Charles,  E.;  and  Buckley,  P.  Two 
year  follow-up  of  a peer  review  training 
program  for  residents.  American  Journal  of 
Psychiatry  137(2):244-245,  1980. 

Kiesler,  D.  "Public  and  Professional  Myths 
about  Mental  Hospitalization:  An  Empirical 
Reassessment  of  Policy- Related  Beliefs." 
Maniascript. 

Knesper,  D.J.,  and  Carlson,  B.W.  An  analysis 
of  the  movement  to  private  psychiatric 
practice.  Archives  of  General  Psychiatry 
38(8):943-949,  1981. 

Knights,  E.B.,  and  Folstein,  M.F.  Unsuspected 
emotional  and  cognitive  disturbance  in 
medical  inpatients.  Annals  of  Internal  Med- 
icine 87(6):  723-724,  1977. 

Koran,  L.  "Recruitment  of  Institutional  Psy- 
chiatrists in  the  50  States."  Manuscript. 

Linn,  L.S.,  and  Yager,  J.  Screening  of  de- 
pression in  relationship  to  subsequent  pa- 
tient and  physician  behavior.  Medical  Care 
20(12):1233-1240,  1982. 

Marli,  J.N.;  Goldberg,  D.P.;  and  Hillier,  V.F. 
Determinants  of  the  ability  of  general 
practitioners  to  detect  psychiatric  illness. 
Psychological  Medicine  9(2):  337-353,  1979. 


McGuire,  T.,  and  Montgomery,  J.  Mandated 
mental  health  benefits  in  private  insurance 
policies.  Journal  of  Health  Politics,  Policy, 
and  Law  7(2):380-406,  Summer  1982. 

National  Association  of  Social  Work.  Annual 
Report  of  Membership  Statistics.  Silver 
Spring,  Md.:  the  Association,  1982. 

National  Institute  of  Mental  Health.  Personnel 
Needs  for  Mental  Health:  Report  to  the 
Senate.  Rockville,  Md.:  the  Institute,  June 
1980. 

National  Institute  of  Mental  Health.  Series  B, 
No.  6,  Staffing  of  Mental  Health  Facilities, 
United  States,  1972  and  unpublished  data 
from  Inventory  of  Mental  Health  Facilities. 
Rockville,  Md.:  the  Institute,  1973  and  1978. 

Nielsen,  A.C.,  and  Williams,  T.A.  Depression 
in  ambulatory  medical  patients:  Prevalence 
by  self-report  questionnaire  and  recognition 
by  nonpsychiatric  physicians.  Archives  of 
General  Psychiatry  37(9):999-1004,  1980. 

Parloff,  M.  Psychotherapy  and  research:  An 
anaclitic  depression.  Psychiatry  43:279-293, 
1980. 

Professional  Psychologist  13(1):5-166  (entire 
issue),  1982. 

Regier,  D.A.;  Goldberg,  I.D.;  and  Taube,  C.A. 
The  de  facto  U.S.  mental  health  services 
system:  A public  health  perspective.  Ar- 
chives of  General  Psychiatry  35(6):  685-693, 
1978. 

Royal  College  of  Psychiatrists.  "Education  and 
Training  in  Psychiatry:  Recruitment  to 

Psychiatry."  Precirculated  working  docu- 
ments. Cambridge,  U.K.:  the  College,  26-28 
March  1982. 

Schwartz,  A.;  Perlman,  B.;  Paris,  M.;  and 
Thornton,  J.  Private-psychiatric  partici- 
pation in  Medicaid.  New  York  State  Journal 
of  Medicine  81(1):  42-44,  1981. 

U.S.  Department  of  Health  and  Human  Serv- 
ices. GMENAC  Report  (7  vols.).  Vol.  1: 
Summary  Report^  DHHS  Pub.  No.  (HRA) 
81-651.  Washington,  D.C:  U.S.  Govt.  Print. 
Off.,  1980. 


73 


Chapter  16 


Mental  Health  Treatment  Providers 

Charles  Kiesler,  Ph.D. 


Mental  health  policy  can  be  viewed  from  the 
top  down  or  from  the  bottom  up.  The  issue  of 
providers  illustrates  the  difference  in  these 
approaches.  Seen  from  the  bottom  up,  about 
25,000  psychiatrists  and  25,000  licensed  psy- 
chologists are  now  delivering  mental  health 
services.  The  numbers  have  increased  over  the 
past  couple  of  decades,  and  training  has  im- 
proved for  both  kinds  of  specialists.  There  h«is 
been  great  discussion  in  both  fields  about  what 
sort  of  training  is  necessary;  in  general,  prog- 
ress has  been  good  in  developing  these  two 
types  of  providers. 

Looking  at  mental  health  nationally  from 
the  top  down,  however,  provides  a dtfferent 
perspective.  Conservative  estimates  of  the 
need  for  services  lie  in  the  15-percent  range 
of  the  population.  If  each  psychiatrist  and  psy- 
chologist spent  30  hours  a week  delivering 
traditional  psychotherapy,  at  three  visits  per 
client  per  week,  about  2 percent  of  the  na- 
tional need  would  be  met.  The  broader  view 
indicates  an  obligation  to  expand  the  field  to 
include  paraprofessionals  and  other  extenders 
of  service.  The  issue  of  who  should  get  reim- 
bursed among  psychiatrists  and  psychologists 
pales  by  comparison  with  this  major  problem 
of  service  provision. 

The  meta-analysis  work  of  Smith,  Glass,  and 
Miller  (1980)  regarding  psychotherapy  and  drug 
therapy  provides  interesting  insights,  bcised  on 
500  studies  of  psychotherapy  effects  and  125 
of  drug  therapy  results.  The  average  recipient 
of  psychotherapy  ranked  between  the  80th  and 
90th  percentiles  of  the  control  group.  The  ef- 
fect of  psychotherapy  is  to  move  the  recipient 
from  average  to  the  80th  or  90th  percentile; 
the  more  sophisticated  one  gets  in  measure- 
ment technique,  the  higher  that  percentile 
rises.  These  results  are  more  impressive,  in- 
cidentally, than  the  typical  effects  of  surgery. 

In  cases  where  dnig  therapy  and  psycho- 
therapy were  compeired,  the  effect  was  about 
the  same,  and  no  apparent  interaction  oc- 


curred between  drugs  and  psychotherapy.  All 
of  these  points  are  contrauy  to  many  impli- 
cations made  about  public  policy.  Combining 
drug  therapy  and  psychotherapy  yields  nothing 
more  than  adding  the  separate  effects  of  the 
two  approaches. 

Significantly  better  national  data  on  policy 
are  needed.  The  Research  Triangle  Institute 
(RTI)  study  of  costs  in  the  alcohol,  drug  abuse, 
and  mental  health  area  is  clearly  the  best 
study  yet  done,  but  it  rests  on  national  data 
that  are  out  of  date.  Outcome  estimates  can- 
not be  valid  if  input  estimates  are  wrong. 

The  original  surveys  of  all  hospitalization 
data,  including  those  of  NIMH,  the  National 
Center  for  Health  Statistics  (NCHS),  the  Vet- 
erans Administration  (VA),  and  others  have 
been  reviewed  by  this  author  and  his  associ- 
ates. These  data  were  evaluated  as  to  whether 
they  resulted  from  a probability  sample  or  a 
complete  sample  and  as  to  possible  overlap 
between  the  persons  being  covmted. 

The  data  from  1969  to  1978  show  total  in- 
patient days  for  all  medical  diagnoses  de- 
creased about  18  percent.  The  hospital  cost 
containment  literature  suggests  that  this  is 
due  to  improvement  of  medical  and  siirgical 
techiuques  and  experimental  programs  in  some 
hospitals.  As  it  turns  out,  however,  about  85 
percent  of  the  decrease  in  total  inpatient  days 
is  due  to  a decrease  in  inpatient  days  for  men- 
tal disorder.  A trivial  amount  of  the  decrease 
in  total  days  is  due  to  nonpsychiatric  services. 
Within  the  mental  disorders  group,  savings  eire 
concentrated  in  the  VA  and  State  and  county 
hospitals.  In  fact,  these  two  save  more  than 
everything  else  put  together.  State  and  county 
days  totaled  51  million  in  1978,  down  from  131 
million  in  1969.  The  VA  had  16  million  days  in 
1969,  dropping  down  to  about  8 million  in 
1978.  Every  other  site  went  up  during  the  dec- 
ade by  17  million  days.  Regarding  cost  by 
place,  general  hospitals  are  more  expensive 
than  State  and  county  facilities.  This  decrejise 
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then  is  not  dollar  for  dollar. 

Length-of-stay  figures  needed  recalcula- 
tion; average  length  of  stay  is  not  tracked 
nationally,  but  rather  is  estimated  from  ag- 
gregate data.  The  total  number  of  inpatient 
days  by  site  usvially  is  divided  by  either  ad- 
missions or  discharges.  Changing  numbers  of 
admissions  or  discharges  over  the  years  can 
seriously  distort  true  length  of  stay.  The 
average  length  of  stay  for  psychotic  persons 
discharged  in  1978  from  VA  general  hospitals 
was  74  days;  this  figure  has  remained  stable 
over  the  past  decade. 

For  nonpsychotics  in  VA  general  hospitals, 
the  average  length  of  stay  is  28  days  and  is 
stable.  The  VA  psychiatric  hospitals  have  had 
decreases,  however,  down  to  160  days  now, 
with  a sharp  decrease  through  the  1970s.  For 
nonpsychotics,  the  length  of  stay  now  is  53 
days.  General  hospitals  with  psychiatric  units 
are  not  distinguished  in  these  data  from  those 
without.  There  are  about  twice  as  many  in- 
patient episodes  in  general  hospitals  without 
psychiatric  units  as  there  are  general  hospitals 
with  psychiatric  units.  The  length  of  stay 
there  has  been  very  stable,  a mean  of  11.6 
with  a mediein  of  6.9. 

State  and  county  hospitals  length  of  stay  has 
been  decreasing  sharply  during  the  decade 
from  previous  years,  but  still  averages  6 
months.  For  private  hospitals,  both  for-profit 
and  not-for-profit,  length  of  stay  is  reason- 
ably stable  at  30  to  40  days.  A true  length  of 
stay  has  not  been  tracked  for  community 
mental  health  centers,  but  roughly  13.6  days 
has  been  estimated  as  a stable  figure.  The 
pattern  of  where  people  are  being  hospitalized 
is  changing  much  more  dramatically  than  has 
been  discussed.  The  number  of  episodes  of 
inpatient  care  is  going  up  more  rapidly  than 
people  recognize;  costs  therefore  are  going  up 
in  a similar,  but  very  complicated,  way.  The 
length  of  stay  for  inpatient  care  is  not  going 
down  generally,  but  the  total  number  of  in- 
patient days  is  going  down.  This  is  due  entirely 
to  State,  county,  and  VA  hospitals.  In  other 
places,  the  length  of  stay  and  the  number  of 
days  are  not  decreasing. 

Data  on  psychiatric  stays  in  general  hospi- 
tals are  not  available  for  the  1950s,  but  these 
facilities  probably  did  not  take  a big  part  of 
the  load  anyway.  Ignoring  the  absence  of  such 
data,  psychiatric  hospital  days  totaled  54  per- 
cent of  total  medical  days  in  1955,  which  must 
be  a conservative  estimate.  Now  that  percent- 
age is  only  25,  representing  a steady  decrease 
over  25  years.  A considerable  proportion  of 
what  is  thought  of  as  terrific  medical  practice 


in  keeping  people  out  of  hospitals  generally  is 
really  due  to  decreasing  days  in  the  mental 
health  sector,  and  not  to  medical  or  surgical 
developments  in  the  general  health  sector. 
Alternative  treatment  needs  study  and  en- 
couragement, especially  regarding  the  two 
sites  where  days  are  still  high.  The  average 
length  of  stay  in  VA  psychiatric  hospitals  at 
leist  report  was  5 months,  while  in  State  and 
county  facilities  it  was  6 months. 

The  calculation  of  costs,  both  direct  and  in- 
direct, needs  work  as  well.  Assumptions  made 
to  calculate  costs  can  drive  those  calculations 
in  any  of  several  directions.  Mental  health 
professionals  should  make  their  assumptions 
visible.  Weisbrod  et  al.  (1980)  give  a good  ex- 
ample of  a well-conceived  cost-benefit  anal- 
ysis. Krowinski  and  Fitt  (1978),  in  an  unpub- 
lished study  of  alternative  care  by  Blue  Shield, 
provide  an  extensive  discussion  of  alternative 
ways  to  calculate  cost-benefit.  They  con- 
cluded that  a net  savings  of  approximately  40 
percent  favored  their  alternative  care  versus 
inpatient  care. 

Across  a review  of  10  studies  (Kiesler  1982) 
published  in  American  Psychologist,  people 
once  admitted  were  more  likely  to  be  read- 
mitted to  a hospital  than  the  people  randomly 
assigned  to  alternative  care  were  ever  to  be 
admitted  at  all.  Clinical  treatment  in  the  hos- 
pital does  not  necessarily  explain  this  finding; 
the  person  doing  the  recommending  and  the 
different  patterns  of  people  who  recommended 
for  admission  are  important  influences  as  well. 
In  all  of  the  studies,  alternative  care  was  fa- 
vored, and  existing  differences  tended  to  de- 
crease over  time. 

A broad  net  also  needs  to  be  cast  on  bene- 
fits. The  Kaiser- Permanente  program  (data 
from  which  have  been  most  extensively  re- 
ported by  Cummings  and  Follette  1976)  has 
been  followed  the  longest.  Psychotherapy 
there  reduces  absenteeism  and  shows  strong 
medical  offset  as  well.  For  persons  who,  for 
one  reason  or  another,  elect  some  therapy — 
particularly  short-term  in  that  plan — the  ab- 
senteeism rate  is  decreased  at  about  the  same 
rate  as  other  medical  usage  is  decreased.  This 
possibility  for  the  effects  of  mental  health 
services  might  not  have  been  thought  of  or 
checked  without  these  data,  but  any  organized 
plan  with  available  data  should  be  routinely 
checked. 

Absenteeism  and  productivity  are  hot  issues 
in  the  White  House.  The  very  people  who  are 
most  concerned  about  the  effects  of  absen- 
teeism on  productivity  tend  to  scoff  at  the  ef- 
fects of  psychotherapy.  This  is  an  effect  that 
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should  be  heard. 

Medical  costs  may  increase  for  members  of 
the  patient's  family  for  the  same  reasons  that 
medical  costs  are  high  for  whoever  is  treated. 
These  would  add  to  total  costs  and  might  also 
add  to  the  effects  of  psychotherapy  in  reduc- 
ing such  costs.  It  is  an  empirical  question  to  be 
investigated. 

In  general,  as  the  National  Academy  panel 
found,  the  reviews  of  medical  intervention  and 
theii*  cost-effectiveness  generally  are  very 
poorly  done.  Peer  review  in  medicine  tends  to 
be  retrospective,  considering  if  what  the  at- 
tending professional  did  was  reasonable.  A 
prospective  review,  which  looks  instead  at 
positive  outcomes,  is  needed  to  calculate 
cost-effectiveness.  One  of  the  problems  in 
doing  this  in  medicine  in  general  is  the  lack  of 
systematic  data  on  outcome.  The  same  thing  is 
true  of  mental  health. 

Mental  health  services  can  be  introduced 
into  organized  systems  of  care  for  as  little  as 
$1  or  $2  per  person  covered.  The  design  of 
such  plans  often  affects  other  use.  Most  plans 
in  which  mental  health  services  are  covered, 
for  example,  include  an  incentive  for  hospi- 
talization, or  at  least  a disincentive  against 
outpatient  care.  Inpatient  care  is  available 
free  for  160  or  180  days  from  many  health 
plans.  Outpatient  care,  however,  requires  pay- 
ment of  the  first  $200  and  50  percent  there- 
after. Some  people  can't  afford  the  alterna- 
tive outpatient  care.  That  kind  of  plan  points 
out  to  the  patient  that  it  will  pay  all  of  A and 
half  of  B.  The  message  then  is:  A must  be 
better;  if  B were  better,  the  plan  would  pay  all 
of  B and  half  of  A.  Very  small  incentives  can 
have  dramatic  effects  on  behavior.  As  little  as 
a dollar  difference,  for  example,  will  make 
people  change  where  they  buy  prescription 
drugs.  Well,  $500  ought  to  have  an  effect  as 
well. 

The  10-study  report  in  American  Psycholo- 
gist suggested  that  alternative  outpatient  care 
is  systematically  and  consistently  better  than 
inpatient  care.  If  that  is  true,  then  the  design 
of  ins\irance  plans  is  driving  patients  dispro- 
portionately to  more  expensive  and  less  ef- 
fective csire.  Cost  is  not  a valid  complaint  if  a 
plan's  design  has  that  as  an  outcome. 

The  general  notion  discussed  already  of  how 
many  people  actually  need  inpatient  care  and 
for  how  long  is  independent  of  this  statement. 
If  that  number  is  anything  less  than  the  per- 
sons now  hospitalized,  the  statement  still 
stands;  the  greater  the  difference,  the  more  it 
stands.  Clinicians  skilled  and  experienced  with 
inpatient  care  estimate  varioiisly  that  around 
25  percent  of  patients  are  in  the  "absolutely 


mtist  be  admitted"  category.  This  leaves  a 
large  number  of  individuals  for  whom  alter- 
native care  might  legitimately  be  considered, 
in  both  effectiveness  emd  expense. 

Styles  of  treatment  need  to  be  considered. 
David  Mechanic,  the  well-known  medical  so- 
ciologist, has  analyzed  and  researched  dif- 
ferent styles  of  medical  practices  as  a func- 
tion of  the  site  of  practice.  He  has  not  applied 
these  findings  to  mental  health,  but  the  im- 
plications are  obvious.  In  health  maintenance 
organizations  (HMOs),  for  example,  the  prime 
incentive  that  drives  a lot  of  professional  be- 
havior is  saving  time.  The  same  amount  of 
money  comes  in  no  matter  how  much  time  the 
provider  spends,  so  time  becomes  the  core 
variable.  Activities  that  take  considerable 
time  lead  to  frustration,  so  practitioners  tend 
to  lean  toward  efforts  that  save  time.  The 
physician  in  private  practice  is  not  interested 
in  saving  time.  More  time  spent  means  more 
money  earned. 

These  findings  have  implications  both  for 
mental  health  services  delivery  in  organized 
systems  of  care  and  private  practice  and  for 
referral.  Except  for  the  work  of  Schlesinger 
and  Mumford  (1982),  all  data  on  medical  offset 
have  been  gathered  in  organized  systems  of 
care,  usually  HMOs.  If  a prime  variable  driving 
the  nonpsychiatric  physician's  behavior  is  sav- 
ing time,  it  seems  that  the  person  making  five 
or  six  appointments  for  different  tests  and 
discussions  with  specialists  might  be  perceived 
more  impatiently  in  an  HMO  than  in  a private 
practice.  A referral  might  come  earlier  in  an 
HMO  or  an  organized  system  of  care  than  it 
would  in  private  practice.  This  is  worth  in- 
vestigating, because  it  has  implications  for 
how  these  systems  are  designed.  Consideration 
must  be  given  to  how  nonprofessional  variables 
are  influencing  professional  behavior  as  a 
function  of  the  context  in  which  they  occur.  If 
note  is  made  only  of  which  professionals  are 
going  to  be  reimbursed  for  which  problems, 
these  more  subtle  questions  never  arise. 

If  someone  has  a significant  physical  health 
problem,  he  or  she  may  be  likely  to  have  a 
mental  health  problem  as  well.  Similarly,  the 
person  with  a significant  mental  health  prob- 
lem may  also  have  a physical  health  problem. 
In  one  survey  of  individtials  with  physical 
health  problems,  mental  health  problems,  or 
conditions  somewhere  in  the  middle  that  would 
qualify  as  loosely  psychosomatic  (persistent 
headaches,  insomnia,  etc.),  11  percent  of  per- 
sons surveyed  had  two  of  the  three  problems, 
and  another  11  percent  had  all  three  kinds  of 
problems.  At  any  one  time,  a point  prevalence 
of  about  30  percent  had  a health  problem  or  a 
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mental  health  problem  in  isolation. 

Not  adding  mental  health  services  to  an 
existing  health  care  system  does  not  change 
the  problems  that  people  have.  In  other  words, 
the  cost  of  not  providing  mental  health  care  is 
an  important  cost-effectiveness  consideration. 
Notions  of  cost-effectiveness  in  mental  health 
must  start  at  the  top,  by  looking  at  the  system 
as  a whole  and  particularly  at  the  effects  of 
incentives  within  the  system.  These  include 
incentives  for  the  patients,  such  as  those  that 
incline  against  outpatient  care;  incentives  for 
professionals,  in  the  sense  of  what  leads  them 
to  take  on  certain  kinds  of  patients  or  to  hos- 
pitalize one  person  and  not  another;  and  in- 
centives for  providers,  in  terms  of  private 
practice  versus  HMOs.  The  general  notions  of 
the  cost  of  inappropriate  care  and  of  adding  a 
very  broad  net  on  both  the  cost  and  the  bene- 
fit sides  of  cost-effectiveness  must  be  care- 
fully studied. 

Another  area  needing  exploration  is  that  in- 
volving treatment  of  such  conditions  as  asth- 
ma, the  aftereffects  of  surgery,  and  cardio- 
vascular risks,  as  well  zis  the  whole  field  of 
behavioral  medicine,  all  of  which  may  be 
mental  health  services  being  delivered  by 
mental  health  providers.  Improving  insurance 
schemes  to  include  these  promising  treatments 
needs  discussion. 

Also  left  undiscussed  is  the  general  notion 
raised  by  health  economists  that  the  major 
advances  in  health  in  the  decades  to  come  will 
consider  habit  change — diet,  drinking,  sleeping 
patterns,  smoking,  etc.  Mental  health  pro- 
fessionals happen  to  know  the  most  about 


changing  such  habits  and  behaviors,  which 
should  become  a focus  of  cost-effectiveness 
and  mental  health  services. 
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Chapter  17 


Nurse  Supply  and  Reimbursement 


Ruth  V.  Lewis,  R.N.,  M.A. 


Dtiring  the  past  7 to  8 years,  some  dramatic 
changes  have  taken  place  in  nursing.  These 
changes  are  related  to  cost-effectiveness  in 
the  delivery  of  health  care  services.  Nurses 
usually  are  not  reimbursed  for  the  services 
they  render,  and  only  a small  proportion  are 
reimbursed  at  all. 

Since  the  boom  in  nursing  education  hzis 
peaked,  the  number  of  nursing  programs  hzis 
decreaised  by  25  percent,  and  admissions  to 
these  programs  have  fallen  by  at  least  30 
percent.  Diploma  schools  are  gradually  phasing 
out,  zind  2-year  programs  are  graduating  most 
of  the  nurses.  Admissions  to  schools  for  li- 
censed practical  nurses  (LPNs)  are  greatly 
reduced  also. 

The  law  of  supply  and  demand  has  trans- 
ferred the  emphasis  in  nursing  to  qxiality. 
Educational  nursing  standards  have  been  ele- 
vated, and  three  distinct  levels  of  registered 
nurses  are  now  most  prevalent.  These  include 
2-year  community  college  graduate  nurses 
(the  largest  percentage),  4-year  baccalaureate 
grauiviates,  and  6-year  master's-prepared 
nurses.  The  present  focus  in  nursing  is  on  how 
to  reconcile  the  stress  being  placed  on  nursing 
educational  standards  with  the  disappearance 
of  financial  support  and  the  shrinkage  it  is 
causing  in  numbers  of  nursing  providers. 

Out  of  1.4  million  registered  nurses  (RNs)  in 
this  country,  about  800,000  are  actively  em- 
ployed. In  addition,  about  400,000  LPNs  are 
employed.  Today,  more  than  100,000  budgeted 
RN  positions  in  the  United  States  are  unfilled. 
The  unemployment  rate  in  nursing  is  actvially 
qioite  low — 1.8  percent.  Those  who  are  li- 
censed but  not  working  do  so  through  choice 
rather  them  lack  of  employment  opportunities. 

Of  the  800,000  who  are  employed,  60,000 
RNs  are  considered  to  be  psychiatric/mental 
health  nurses.  Bearing  in  mind  that  it  takes 
five  nurses  to  staff  a hospital  unit  for  a 7-day 
period,  24  hours  a day,  the  working  force  more 
closely  approximates  12,000.  Persons  clas- 


sified as  psychiatric  nurses  are  licensed  and 
have  had,  at  minimum,  2 year's  experience  in 
a psychiatric  setting.  Educationally,  of  the 
60,000  psychiatric/mental  health  nurses,  65 
percent  are  graduates  of  2-year  programs,  22 
percent  are  baccalaiireate  graduates,  and  12 
percent  are  prepared  at  the  specialist  or  mas- 
ter's level.  About  1 percent  of  psychiatric 
nurses  are  prepared  at  the  doctoral  level. 
Some  of  this  is  misleading,  however,  because 
many  nurses  prepared  at  the  doctoral  level  are 
identified  as  psychologists  or  social  workers 
because  of  the  emphasis  in  their  educational 
program.  A high  percentage  of  these  nurses 
have  a master's  degree  in  psychiatric  nursing. 

Where  do  psychiatric  nurses  practice?  Sev- 
enty percent  of  them  work  in  an  organized 
setting,  usually  a hospital — State  or  co\mty, 
VA,  general  with  a psychiatric  unit,  or  a pri- 
vate psychiatric  facility.  Nurses  are  gradually 
moving  out  of  the  public  sector  into  the  pri- 
vate sector,  where  financial  considerations  aire 
significantly  better.  Twelve  percent  of  the 
psychiatric  RN  work  force  are  employed  in 
community  mental  health  centers.  Only  6 per- 
cent are  in  education  (schools  of  n\irsing);  and 
4 percent  are  employed  in  nursing  homes, 
which  will  probably  continue  to  increase. 
Fewer  than  1 percent  are  in  private  practice, 
either  with  a group  or  in  solo  practice  with  a 
physician  consultant. 

The  present  shortage  in  the  nursing  pro- 
fession is  related  to  a number  of  issues.  Nurses 
are  entering  other  fields  of  employment  where 
salaries  and  benefits  are  better.  Fewer  stu- 
dents are  entering  schools,  probably  because 
of  a decrease  in  available  traineeships.  The 
shrinking  work  force  and  an  increased  demand 
for  nurses,  particularly  in  organized  settings, 
is  resulting  in  burnout  for  those  on  the  job, 
who  shoulder  a heavy  burden.  Credentialing 
and  certifying  agencies  are  requiring  increased 
ratios  of  RNs  to  patients  in  organized  settings, 
which  also  contributes  to  the  shortage.  Hos- 
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pital  beds  are  being  increeised,  particularly  in 
the  private  sector,  with  little  regard  for  staff- 
ing needs.  If  a tight  labor  market  for  nurses 
leads  to  an  ejcpected  substantial  increase  in 
salaries,  it  is  anticipated  that  the  number  of 
entrants  to  nursing  programs  will  increase,  as 
will  the  number  of  graduates.  However,  a lag 
of  2 to  3 years  will  have  to  be  endured  before 
the  situation  turns  around. 

A comment  is  Indicated  about  salaries.  A 
licensed  registered  nurse  in  an  entry  position 
earns  $8  an  hour.  A bus  driver  in  Washington, 
D.C.,  earns  $10.  The  employee  who  sorts  let- 
ters by  ZIP  codes  in  the  Kansas  City  post  of- 
fice earns  $10  and  needs  only  a high  school 
education.  Within  the  private  sector,  salaries 
for  registered  nurses  are  increasing.  Private 
employers  can  afford  to  pay  more,  and  they 
are  drawing  nurses  away  from  the  public  sec- 
tor. Nurses  are  working  flexible  shifts,  some 
getting  paid  for  40  hours  for  providing  three 
12-hour  shifts  of  work. 

About  61  percent  of  new  nursing  graduates 
leave  their  jobs  within  6 months.  This  exodus 
is  costing  hospitals  $20  million  a year  for  re- 
cruitment, orientation,  and  use  of  private 
health  care  agencies.  Every  major  city  in  the 
United  States  has  at  least  three  private  agen- 
cies that  supply  nurses  to  health  care  facili- 
ties, on  a temporary  basis.  If  a credentialing 
agency  demands  an  RN  staff-patient  ratio 
that  current  staff  cannot  meet,  nurses  are 
hired  from  a private  agency  to  fill  the  gap. 
These  private  agencies  pay  well  over  the 
salary  rates  in  hospitals.  The  average  cost  to 
the  hospital  for  a nurse  from  a private  agency 
is  $16.50  an  hour,  of  which  the  nurse  receives 
about  $12.  Hospitals  may  use  30  shifts  of  these 
extra  nurses  per  week,  with  each  hospital 
spending  about  $200,000  a year  for  this  tem- 
porary help.  It  is  difficult  to  believe  that  most 
of  this  cost  is  not  passed  on  to  the  consumer. 

Some  nurses — most  of  whom  are  employed 
by  public  health  agencies — receive  insurance 
reimbursements  for  services  rendered.  Under 
the  CHAMPUS  program,  nurses  are  reim- 
bursed. An  increasing  number  of  nurses  re- 
ceive payment  directly  from  their  clients  be- 
cause the  insurance  policies  held  by  the  client 
do  not  recognize  nurses  as  reimbursable  pro- 
viders. 

What  services  do  nurses  provide?  Profes- 
sional registered  nurses  do  intake  screenings 
and  evaluations,  conduct  home  visits,  and  pro- 
vide a therapeutic  milieu;  some  function  as 
psychotherapists.  Nurses  provide  counseling 
and  health  teaching.  They  provide  support 
services,  monitor  medications,  implement 
medical  regimes,  and  participate  in  commu- 


nity action.  Nurses  also  teach  in  schools  of 
nursing,  providing  supervision  and  consultation 
or  serving  as  administrators. 

In  the  mid-1970s,  the  Southern  Regional 
Educational  Board  (1976)  studied  how  to  de- 
termine the  kind  of  nurse  providers  needed  by 
the  health  care  system.  The  study  described 
nursing  as: 

• The  direct  care  of  clients,  with  clinical 
practice  as  the  central  feature  of  nursing 

• A gamut  of  services,  rather  than  a dis- 
crete function,  with  a range  of  workers 
who  operate  at  different  levels  and  per- 
form different  activities 

Basic  to  all  levels  of  nursing  is  the  knowl- 
edge to  care  for  patients  who  experience  ill- 
nesses that  are  common  and  well-defined  or 
who  need  diagnostic  evaluation  or  routine 
health  care  monitoring.  This  describes  the 
2-year  program  in  nursing. 

Baccalaureate  programs  prepare  nurses  for 
beginning  positions  in  primary  care,  focusing 
on  health  maintenance  and  prevention  of  dis- 
ease and  disability.  Baccalaureate  graduate 
nurses  screen  and  sort  triage  patients,  engage 
in  long-term  management  of  chronic  diseeise 
patients,  and  make  referrals  to  community 
agencies. 

The  graduate  level  prepares  the  clinician  in 
psychiatric/mental  health  nursing — the  nurse 
who  is  a specialist  in  a field.  The  core  of 
knowledge  at  the  master's  level  focuses  on 
developing  the  interrelationship  between  the- 
ory, practice,  and  research.  Doctoral  programs 
emphasize  research,  the  development  of  nurs- 
ing theory,  administration,  and  practice. 

Continuing  education  helps  to  advance  the 
skills  of  nurses  on  each  of  these  levels,  mostly 
through  inservice  that  occurs  in  the  facility. 
University  based  practitioner  programs, 
throughout  a usual  1-  year  training  period,  pre- 
pare 2-  and  4-year  nursing  graduates  as  nurse 
practitioners. 

Nurses  police  themselves  through  accredi- 
tation, licensure,  and  certification.  All  edu- 
cational programs  that  prepare  nurses  to  prac- 
tice are  approved  by  the  National  League  for 
Nursing.  Licensing  by  each  State  is  mandatory 
for  all  RNs.  The  license  is  based  on  a national 
pool  exam,  and  the  same  base  of  knowledge  is 
examined  in  New  York  as  well  as  in  Missouri, 
Illinois,  and  California.  Licensed  n\orses  aire 
accountable  and  responsible  for  what  they  do 
and  practice  within  the  context  of  a Nurse 
Practice  Act  in  each  State.  Most  problems 
about  overlapping  responsibilities  between 
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disciplines  have  been  resolved  by  careful  ex- 
amination of  the  Nurse  Practice  Act  and  the 
Medical  Practice  Act.  Relicensiire  of  RNs 
occurs  every  1 or  2 years  depending  on  the 
State. 

Certification,  a program  started  about  1977 
by  the  American  Nurses'  Association  (ANA), 
operates  much  like  boards  in  medicine  or  cer- 
tification programs  in  social  work.  Nurses  are 
"certified"  or  recognized  for  their  accom- 
plishments as  either  generalists  or  specialists 
in  psychiatric  nursing.  The  specialist  certi- 
fication program  demands  that  the  nurse  be 
educated  at  the  master's  level  in  either  adult 
or  child  mental  health  care. 

The  nursing  profession  also  has  standards  for 
psychiatric  ntirsing  practice,  first  published  in 
1968  2ind  revised  (ANA  1982).  In  addition, 
scope  of  practice  statements  define  the  pa- 
rameters within  which  nurses  function;  and 
peer  review  guidelines  require  the  examina- 
tion of  a nurse's  clinical  practice  through  a 
review  by  peers,  consultants,  and  supervisors. 

Several  major  issues  in  psychiatric  nursing 
are  worth  a final  mention.  Nurses  are  expe- 
riencing more  control  over  their  practices;  as 
a resvilt,  they  are  providing  higher  quality 
nursing  care.  The  curriculums  within  nursing 
schools  have  changed  dramatically.  The  move 
to  collapse  the  many  levels  of  nurse  prepara- 
tion is  gradually  taking  hold.  Popularization  of 
primauy  care  nursing  has  provided  greater  pa- 
tient satisfaction  and  decreased  their  hospital 
stays.  The  transfer  of  nurses  out  of  hospitals 
into  community  placement  is  increasing. 

On  the  other  side  of  the  coin,  there  are  very 
few  studies  on  the  cost  of  nursing  services 
provided  in  organized  settings.  For  instance, 
the  cost  of  a hospital  bed  usually  includes 
nursing  services,  food  services,  housekeeping, 
and  plant  maintenance.  The  nursing  component 
is  not  well  broken  out.  Often  an  administrator 
will  attribute  high  patient  costs  to  nurses' 
salaries,  but  this  is  not  a valid  argument.  Al- 
though nursing  staffs  are  the  largest  group  of 
health  providers  within  hospitals,  they  do  not 
represent  the  largest  outlay  of  health  care 
expenditures. 

The  General  Accounting  Office  (GAO)  re- 
port to  Congress  (January  1982)  entitled  Do 
Aged  Medicare  Patients  Receive  More  Costly 


Routine  Nursing  Services?  analyzed  five  stud- 
ies to  determine  the  extent  to  which  the  av- 
erage cost  of  providing  ntirsing  care  to  Title 
18  patients  was  higher  than  the  cost  of  nursing 
care  to  other  patients.  The  findings,  based  on 
the  following  reports,  were  inconclusive. 

An  American  Hospital  Association  (AHA) 
study  in  1966  found  no  difference  in  the  num- 
ber of  hours  of  routine  nursing  care  for  pa- 
tients through  age  55,  but  those  65  and  over 
needed  13  percent  more  hours.  In  1975,  Levine 
and  Phillips  hypothesized  that  patients  18 
through  64  came  to  a hospital  with  more  se- 
rious ailments  and  demanded  more  nxirsing 
care  than  patients  65  and  over  and  those  under 
18,  A 1976  study  in  New  Jersey  found  that 
nursing  caire  for  patients  65  and  over  weis  not 
more  costly;  however,  the  Cash  study  in  1980 
in  California  found  that  Medicare-aged  pa- 
tients received  29  percent  more  nursing  re- 
sources per  patient  day  than  patients  under  65. 
Finally,  a 1981  Health  Care  Financing  Admin- 
istration study.  Statistical  Analysis  of  the 
Medicare  Hospital  Routine  Nursing  Salary 
Cost  Differential,  found  that  the  proportional 
increase  in  hospital  routine  patient  days  con- 
sumed by  Medicare  patients  wets  not  signifi- 
czintly  associated  with  increased  per  diem 
routine  nursing  salary  costs. 

Essentially,  these  studies  point  to  the  need 
for  additional  and  more  conclusive  work  in  this 
area  to  determine  actual  nursing  care  costs. 
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Chapter  18 


Psychiatric  Social  Work 


Sylvia  Lee,  D.S.W. 


Social  work  practice  is  a profession  that 
deals  with  the  delivery  of  direct  and  indirect 
services  to  individuals,  families,  groups,  and 
community  organizations.  The  domain  of  so- 
cial work  practice  is  the  interface  between 
people  and  their  environment.  Its  central  focus 
is  practice  toward  a goal  of  improving  social 
functioning  (Barlett  1970).  Social  work  prac- 
tice emphasizes  the  life  processes  of  adapta- 
tion and  reciprocal  interactions  between 
individtials  and  their  social  and  physical  envi- 
ronments. In  essence,  individuals'  needs, 
problems,  or  predicaments  are  seen  as  falling 
into  three  interrelated  areas:  (1)  life  transi- 
tions involving  developmental  changes,  status 
role  changes,  or  crises  events;  (2)  the  unre- 
sponsiveness or  negative  response  of  a social 
or  physical  environment;  and  (3)  communica- 
tion and  relationship  difficulties  in  families 
and  other  primary  groups  (Germain  1979). 

The  main  objective  of  social  work  practice 
is  to  enhance,  through  deliberate  and  purpose- 
ful planning,  the  problem-solving  and  coping 
capabilities  of  individuals  by  linking  them  with 
systems  that  can  provide  resources,  services, 
and  opportunities;  by  promoting  the  effective 
and  human  operation  of  this  network;  and  by 
contributing  to  the  development  and  improve- 
ment of  social  policy  (Pincus  and  Minahan 
1973).  While  there  is  a common  ground  for 
social  work  practice  based  on  professional 
knowledge,  values,  and  intervention  tech- 
niques, social  workers  practice  in  many  fields 
of  interest  and  settings,  including  clinics  for 
mental  health  and  drug  and  alcohol  abuse 
services,  hospitals,  and  private  offices.  Psy- 
chotherapy is  only  one  of  many  functions  that 
social  workers  perform. 

The  help  provided  by  a social  worker  is  of- 
ten described  as  a process  that  encompasses  a 
systematic  series  of  actions  directed  toward 
some  purpose.  The  main  activities  in  the  social 
work  process  are  problem  identification,  con- 
tracting, goal  setting,  data  collection,  assess- 


ment, intervention,  termination,  and  evalua- 
tion. The  client  system  can  be  an  individual, 
family,  group,  or  community  (Pincus  and 
Minahan  1973). 

Educational  preparation  to  enter  the  social 
work  profession  has  three  levels:  the  bach- 
elor's degree  in  social  work  (B.S.W.),  the  mas- 
ter's degree  in  social  work  (M.S.W.),  and  the 
doctoral  degree  in  social  work  (D.S.W.).  The 
focus  of  practice  by  individuals  with  a bac- 
calaiareate  degree  is  usually  on  intervention 
with  client's  social  environments,  while  social 
workers  with  M.S.W.  and  D.S.W.  degrees  do 
research  and  program  management  and  pro- 
vide indepth  intervention  with  client's  intra- 
psychic and  interpersonal  problems  in  addition 
to  the  social  environment. 

The  National  Association  of  Social  Workers 
(NASW),  which  represents  the  profession,  es- 
timates a total  of  approximately  130,000  pro- 
fessionally trained  social  workers  in  this  coun- 
try, most  of  whom  have  the  M.S.W.  degree. 
Until  10  years  ago,  the  M.S.W.  was  the  first 
and  terminal  professional  degree  to  enter  the 
field.  The  master's  degree  program,  which 
provides  generic  training  in  social  work  prac- 
tice, has  a 60-credit-hour  ciorriculum  with  a 
strong  emphasis  in  supervised  fieldwork  during 
a 2-year  study  period. 

In  responding  to  the  needs  of  the  institu- 
tionalized patient,  many  schools  of  social  work 
today  have  put  a great  deal  of  effort  into  ed- 
ucating students  to  be  aware  of  underserved 
groups.  For  instance,  at  Catholic  University, 
more  than  one-third  of  first-year  students  are 
placed  in  halfway  houses,  daycare  centers, 
crisis  centers,  and  other  community  alterna- 
tive settings  for  deinstitutionalized  patients. 
The  curriculum  is  designed  with  great  flexi- 
bility to  adapt  it  to  changing  program  prior- 
ities and  social  work  practice  needs  in  society. 

Many  doctoral  degree  programs  have  in  the 
past  decade  placed  emphasis  on  research- 
beised  practice  in  order  to  meet  accountability 
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demanded  by  the  public  and  by  fionding  bodies. 
In  recent  years,  social  work  practice  hais  de- 
veloped an  intervention  model — a short-term, 
time-limited,  task-oriented  model  that  ac- 
commodates all  treatment  modalities,  with 
empirical  evidence  of  cost-effectiveness. 

More  than  85  universities  now  offer  M.S.W. 
programs.  In  the  face  of  Government  budget 
cuts  in  social  programs,  mental  health  and 
drug  and  alcohol  abuse  services,  and  graduate 
student  aid,  an  estimated  30-  to  40-percent 
reduction  is  expected  in  student  applications 
to  all  schools  of  social  work.  This  trend  began 
in  1979.  Student  enrollments  also  have  de- 
crezised  in  recent  years  (Carbino  and  Morgen- 
besser  1982). 

Peer  review,  a mechanism  to  help  ensure 
qioality  control,  has  been  adopted  in  many  so- 
cial service  settings  and  has  operated  fairly 
effectively.  In  social  work  private  practice, 
peer  review  committees  and  grievance  com- 
mittees have  been  established  by  NASW  State 
chapters.  Members  of  these  committees  are 
either  elected  by  the  membership  or  appointed 
by  chapter  boards  of  directors.  A peer  review 
committee  deals  with  issues  of  professional 
competence  and  deviances  from  standard 
practice;  a grievance  committee  is  concerned 
with  professional  conduct  and  violations  of  the 
professional  code  of  ethics.  However,  unlike 
the  peer  review  process  in  organizational  set- 
tings, the  peer  review  committee  for  private 
practice  does  not  review  randomly  selected 
cases  for  quality  assurance.  The  committee 
relies  heavily  on  either  complaints  from  cli- 
ents or  referrals  from  insurance  companies.  A 
typical  chapter  peer  review  committee,  there- 
fore, reviews  only  one  or  two  cases  per  year. 

Further,  neither  the  peer  review  committee 
nor  the  grievance  committee  can  police  social 
workers  who  are  not  members  of  NASW.  These 
persons  number  at  least  40,000.  The  only  ex- 
ception is  in  Utah,  where  State  law  sanctions 
the  professional  peer  review  committee  to 
oversee  all  licensed  social  workers’  profes- 
sional performance  and  competence. 

In  regard  to  continued  competence,  NASW 
has  a competence  certification  program  for 
social  workers  with  a minimum  of  2 years' 
supervised  practice  experience  who  have 
passed  a competency  examination.  Examina- 
tion for  recertification  is  not  required,  how- 
ever, and  continued  education  is  a rec- 
ommended but  not  demanded  mandate  for 
recertification. 

Legal  regulations  for  social  work  practice 
now  apply  in  27  States.  Most  State  licensing  or 
certification  laws  require  evidence  of  con- 
tinuing education  for  license  or  certification 


renewal.  However,  this  reqxiirement  is  not 
enforced,  largely  because  most  State  boards  of 
examiners  are  poorly  staffed.  Today,  schools 
of  social  work  aund  NASW  offer  continuing  ed- 
ucation programs,  and  it  is  important  to  note 
that  social  workers'  volxintary  participation  in 
continuing  education  programs  is  very  high. 

In  regard  to  questions  concerning  the  rele- 
vance of  the  American  Psychiatric  Associa- 
tion's Diagnostic  and  Statistical  Manual,  third 
edition  (DSM-III),  to  social  work  practice  and 
treatment,  it  appears  that  the  present  reim- 
bursement systems  of  third-party  payers  pre- 
determine the  types  of  diagnosis,  treatment 
approaches,  and  providers  for  individuals  seek- 
ing help  from  mental  health  professionals.  This 
affects  the  cost  as  well  as  the  quality  of  care. 
Social  workers  know  about  DSM-III,  as  it  is 
being  taught  in  the  master's  program.  The 
manual  is  not  always  relevant  in  practice, 
however.  It  is  commonly  acknowledged  that 
only  certain  diagnostic  categories  are  eligible 
for  reimbursement  by  third-party  payers.  This 
applies  not  only  to  social  work,  but  to  other 
specialties  as  well.  Both  in  organizational  set- 
tings and  in  private  practice,  clients  or  pa- 
tients are  often  given  more  severe  labels  than 
their  conditions  indicate.  Further,  individual 
psychotherapy  is  the  only  treatment  modality 
acceptable  to  third-party  payers. 

In  reality,  social  workers  and  other  profes- 
sionals often  find  that  a person  has  sympto- 
matic complaints  primarily  as  a result  of 
changes  or  deficits  in  the  social  and/or  famil- 
ial environment.  In  many  instances,  the  most 
appropriate,  effective,  and  efficient  inter- 
vention is  not  individiial  psychotherapy,  but 
couples  therapy,  family  therapy,  or  inter- 
vention with  the  social  system,  such  as  pro- 
viding consultation  to  an  employer  or  to  a 
school  teacher  on  behalf  of  the  client.  If  the 
cause  of  the  person's  problem  resides  basically 
outside  of  the  individual,  how  could  an  indi- 
vidual's psychotherapy  be  effective  and  cost- 
efficient? 

Social  workers  practicing  in  the  fields  of 
mental  health  and  drug  and  alcohol  abiose  are 
often  called  psychiatric  or  clinical  social 
workers.  In  actuality,  a large  number  of  emo- 
tionally disturbed  and  mentally  ill  individ\aals 
are  seeking  social  workers'  help  in  traditional 
social  work  settings  such  as  family  and  chil- 
dren’s services  agencies.  The  phenomenon  is 
akin  to  the  large  number  of  mentally  disturbed 
individuals  seeking  help  from  primary  care 
physicians.  The  difference  is  that  primary  care 
physicians  are  reimbursed  for  their  services, 
but  social  workers  in  traditional  social  work 
agencies  are  not. 
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Social  workers  have  many  maintenance 
functions  with  chronically  mentally  ill  clients, 
including  discharge  and  case  management  es- 
sential to  maintaining  the  chronically  ill  in  the 
community.  This  type  of  service  is  not  eligible 
for  reimbursement,  however,  if  it  is  provided 
by  social  workers  or  other  nonphysician  pro- 
viders. If  it  is  provided  by  physicians,  it  then 
suddenly  becomes  eligible,  even  though  social 
workers  have  the  expertise  to  provide  such 
services  and  charge  much  less  than  psychi- 
atrists. 

Ten  years  ago,  an  experienced  social  work- 
er's average  salary  in  a typical  mental  health 
setting  was  $16,000;  today,  it  is  only  $21,000. 
Ten  years  ago,  in  a typical  agency,  the  aver- 
age salary  of  a beginning  social  worker  was 
$12,000;  today,  it  is  $15,000. 

Traditionally,  social  workers  have  practiced 
in  orgzinizational  settings,  but  a gradual  shift 
toward  private  practice  has  been  occurring, 
largely  because  of  shrinking  opportunity  in 
organizational  settings  and  cost  shifting  from 
public  to  private.  A decreeised  governmental 
role  in  financing  mental  health  services,  drug 
and  alcohol  abuses,  and  social  services  has 
forced  many  social  workers  to  seek  employ- 
ment in  private  work. 

Is  there  any  overlapping  of  services  provided 
in  the  organizational  setting  and  in  private 
practice  to  the  clients?  Some  mental  health 
providers  in  private  practice  have  felt  that 
mental  health  care  is  the  only  service  delivery 
system  that  requires  individuals  to  declare 
their  worthiness  before  they  receive  services. 
Often  the  most  needy  individuals  are  excluded. 
This  phenomenon  no  longer  exists  in  the  pri- 
vate sector  alone,  however.  It  also  takes  place 
in  public  organizational  settings,  as  the  result 
of  current  public  and  private  funding  policies 
of  systems  for  mental  health  care.  Medicaid 
coverage  for  mental  health  services  varies 
from  State  to  State.  Medicare  outpatient 
mental  health  coverage  applies  only  to  phy- 


sicians. Both  Medicaid  and  Medicare  provide  a 
very  limited  amoimt  of  money  for  mental 
health  care  in  a calendar  year. 

Also,  2is  mental  health  and  social  service 
program  fimds  are  cut,  many  centers  and 
agencies  within  the  mental  health  delivery 
system  are  seeking  funding  from  third-party 
payers.  Consequently,  more  psychiatrists  and 
psychologists  are  performing  social  work 
functions  in  these  settings.  There  is  evidence 
that  other  mental  health  professionals  are 
being  displaced  because  centers  and  agencies 
need  providers  from  disciplines  that  are  eli- 
gible for  third-party  pajmients  for  mental 
health  services.  Social  workers  are  among 
these  professionals.  For  social  workers,  only 
10  States  have  nondiscrimination  of  providers’ 
insurance  laws  for  mental  health  coverage. 

The  National  Association  of  Social  Workers 
estimates  that  about  20,000  social  workers  are 
in  private  practice,  most  of  them  part  time. 
Among  the  full-time  private  practitioners, 
only  a few  are  engaged  in  private  practice 
independently.  Many  of  them  are  employed  in 
enterprises  owned  by  physicians,  where  they 
are  called  private  practitioners;  their  em- 
ployers then  do  not  have  to  contribute  to  so- 
cial security  or  provide  fringe  benefits. 
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Chapter  19 


An  Analysis  of  Mental  Health  Cost  Issues:  A Psychiatric  Perspective 


Allan  Biegel,  M.D. 


Eight  reaisons  cam  be  identified  for  the  crisis 
situation  now  surrounding  the  issue  of  cost 
considerations  in  mental  health  care.  Such 
explanations  not  only  provide  a framework  for 
the  rest  of  these  remarks,  but  also  verify  the 
need  for  this  conference. 

First,  very  real  decreases  are  occurring  in 
the  availability  of  categorical  funding  for 
mental  health  care.  Less  money  is  and  will  be 
available  to  support  mental  health  care  for  a 
certain  segment  of  the  population  as  a result 
of  the  decreases  in  categorical  funding,  no 
matter  what  "administrative  economies"  can 
be  made. 

Second,  no  matter  what  hats  been  done  in  the 
past  number  of  years,  severe  and  acute  dis- 
crimination persists  with  regard  to  reim- 
bursement practices  and  funding  for  the  men- 
tally ill. 

TTiird,  recent  actions,  including  those  of  the 
Federal  Employees  Health  Benefit  program, 
have  indicated  that  serious  consideration  is 
being  given  to  limiting  psychiatric  or  mental 
health  benefits  that  have  been  available  to 
certain  segments  of  the  population.  Individuals 
are  being  asked  to  make  do  with  fewer  serv- 
ices, even  if  more  services  are  required. 

Foiorth,  again  despite  the  efforts  of  pro- 
fessionals in  the  field,  the  Congress  of  the 
United  States  hzis  refused  to  move  on  either 
the  Medicaid  or  the  Medicare  front.  Complete 
resistance  continues  either  to  expanding 
available  benefits  under  Medicare  or  to 
chainging  the  orientation  of  Medicaid,  which 
allows  a State  option.  Consequently,  some 
States  provide  no  Medicaid  mental  health 
benefits  and  other  States  provide  some. 


This  presentation  has  been  expanded  into  a paper, 
"The  Impact  of  Providers  in  Mental  Health  Care 
Costs:  Not  the  Only  Cause  or  the  Only  Cure,"  by 
Biegel,  A.,  and  Sharf stein,  S.S.,  to  be  published 
by  the  American  Journal  of  Psychiatry, 


Fifth,  a clear  picture  of  restrictions  is 
emerging  with  regard  to  supplemental  security 
income  (SSI)  funding.  Despite  recommenda- 
tions of  numerous  commissions  and  panels  that 
SSI  be  expanded  if  chronic  patients  are  to  have 
some  ability  and  responsibility  to  take  care  of 
themselves,  the  opposite  is  occurring.  Chronic 
patients  are  being  restricted  even  further; 
consequently,  their  capacity  to  purchase 
either  services  or  their  own  quality  of  life  is 
being  restricted. 

Sixth,  a competitive  insurance  marketplace 
is  being  put  in  place,  in  which  individuals  are 
able  to  select  which  health  benefit  services 
they  want  to  buy.  The  majority  of  those  who 
advocate  the  competition  model  also  reject 
the  idea  of  a regulatory  mechanism  to  insure  a 
minimum  or  mandated  purchase  of  mental 
health  services.  Opponents  of  the  competition 
model  fear  that  the  absence  of  regulatory 
mechanisms  would  mean  even  less  available 
mental  health  coverage  than  exists  now,  or  at 
leeist  less  purchzised  coverage. 

Seventh,  despite  the  efforts  of  many  people, 
professional  conflicts  continue.  Social  work- 
ers, nurses,  psychologists,  and  psychiatrists — 
2ind  guidance,  marriage,  and  family  counselors, 
to  be  complete — do  not  necessarily  agree  on 
what  ought  to  be  reimbursed,  to  whom,  and 
how.  These  conflicts  add  to  the  atmosphere  of 
crisis  that  exists. 

Eighth,  but  not  leaist,  a veritable  explosion 
has  occurred  in  the  number  of  "mental  health 
professionals"  available  to  practice. 

Over  the  past  30  years,  five  aispects  of  men- 
tal health  services  have  all  moved  in  the  same 
direction — up.  Steady  increases  have  been 
found  in  the  number  of  settings  eligible  for 
reimbursement,  in  the  number  of  providers,  in 
the  number  of  people  seeking  care,  in  the 
benefits  available  (until  recently),  and  in  the 
cost  per  unit  of  service.  Now,  the  economy  has 
perhaps  moved  beyond  a certain  capacity,  and 
people  are  raising  significant  and  appropriate 
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questions  about  such  increases.  These  inquiries 
perhaps  should  not  be  reserved  only  for  the 
mental  health  sector,  but  past  history  makes 
mental  health  a likely  target. 

Response  to  concern  about  mental  health 
costs  can  be  summarized  as  narrow,  biased, 
not  thought  through,  and  oversimplified.  The 
all-purpose  solution  appears  to  be:  Reduce 
benefits.  In  other  words,  cutting  benefits  will 
take  care  of  the  expanding  numbers  of  set- 
tings, providers,  people  seeking  care,  and 
service  cost  per  unit.  Reducing  one  area  of 
increase  should  eliminate  the  other  four. 
Would  that  cost  control  were  so  simple! 

When  faced  with  crisis,  people  react  in  pre- 
dictable ways,  one  of  which  is  to  adopt  truisms 
that  explain  their  actions.  All  professions  have 
tended  to  gravitate  toward  certain  truisms  as 
a way  of  justifying  their  existence.  Mental 
health  professionals  should  call  a halt  to  that 
game;  people  out  there  are  smart  enough  to 
know  what  is  going  on,  and  such  efforts  do  not 
lend  much  to  the  profession's  credibility.  Here 
are  four  examples. 

1.  Licensure.  Everyone  wants  to  adopt  li- 
censure— the  reason  for  being,  the  jus- 
tification for  reimbursement. 

2.  Continuing  education.  Adding  credits 
from  competency-based  training  is 
supposed  to  equalize  all  providers  and 
allow  them  to  receive  comparable 
reimbursements . 

3.  Peer  review.  It  is  a mistake  to  make  a 
fad  out  of  peer  review.  This  process 
should  have  careful  consideration  before 
it  is  adopted  and  should  be  seen  as 
something  more  than  an  entree  into  the 
mental  health  marketplace. 

4.  Short-term  treatment.  Supposedly  ev- 
eryone who  has  had  competency-based 
continuing  education  is  now  capable  of 
doing  short-term  treatment.  With 
licenses  and  peer  review,  again  the  mar- 
ketplace is  accessible,  and  these  indi- 
viduals believe  they  can  support  them- 
selves financially. 

The  who/what/where  model  for  this  con- 
ference provides  a useful  basis  for  conceptu- 
alizing what  the  mental  health  field  should  be 
about.  The  model  requires  two  additional 
dimensions,  however:  to  whom  (the  consumer) 
and  how  much,  (the  benefit  package). 

The  remainder  of  this  chapter  concerns  the 
various  relationships  between  the  who,  the 


provider,  and  each  of  the  four  other  dimen- 
sions. Thinking  through  certain  issues  may 
offer  some  models  for  approaching  the  ques- 
tion of  cost  considerations  in  mental  health 
care. 

With  regard  to  the  who  alone,  the  questions 
of  supply,  substitutability,  and  the  population 
in  need  arise.  In  spite  of  some  opinions  to  the 
contrary,  supply  is  basically  not  a major  issue 
at  this  point.  Certain  types  of  practitioners 
with  certain  types  of  sldlls  may  be  in  short 
supply,  but  simply  making  money  available  will 
not  necessarily  rectify  that  situation.  Rather, 
the  field  would  be  advised  to  take  a breather 
over  the  next  6 to  10  years  from  any  direct 
supply  approaches  and  to  consider  retraining 
some  of  the  existing  supply  to  meet  specific 
shortcomings.  During  a shortage  of  psychia- 
trists 35  years  ago,  many  of  the  persons  who 
became  psychiatrists  were  actixally  retrained 
physicians  as  opposed  to  new  graduates.  There 
is  no  reason  this  could  not  be  done  in  the  1980s 
as  well. 

The  second  issue  regarding  the  who  is  sub- 
stitutability. Central  to  this  issue  is  the  belief 
that  the  who  is  interchangeable,  that  any  of 
several  kinds  of  practitioners  can  provide 
mental  health  services.  This  approach  is  used 
as  one  of  the  major  arguments  for  freedom  of 
choice,  particularly  with  regard  to  psycho- 
therapy. Most  professionals  would  hesitate  to 
claim  that  only  they  can  provide  a certain  kind 
of  service  to  a certain  kind  of  individual  in  a 
certain  way.  A discussion  of  substitutability 
without  defining  to  whom  and  what  is  dan- 
gerous. Serious  study  is  needed  to  define  ex- 
actly what  is  meant  by  substitutability. 

The  population  in  need  probably  receives 
fewer  services  from  all  the  mental  health 
professions  together  than  it  receives  from 
general  physicians  and  from  those  outside 
formal  health  care  in  the  expanding  self-help 
system.  The  general  physician  is  not  neces- 
sarily being  reimbursed  for  psychotherapy,  and 
the  self-helper  is  not  being  reimbursed  at  all. 
This  realization  gives  a new  perspective  to  the 
who  being  discussed  here;  these  providers  are 
not  typically  defined  within  the  who,  yet  they 
are  clearly  active  with  the  15  percent  of  the 
population  who  are  supposedly  in  need  of  men- 
tal health  care  at  any  given  time. 

The  who  in  relationship  to  the  what  includes 
certain  distinctions.  The  law  recognizes  that  if 
the  what  being  provided  is  drugs,  differen- 
tiation is  required:  Only  physicians  can  pre- 
scribe drugs.  Similarly,  some  psychiatrists 
would  generally  acknowledge  that  if  the  what 
is  psychological  tests,  psychologists  have 
greater  expertise.  Different  modalities  require 
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different  degrees  of  expertise,  training,  and 
practical  experience,  which  distinguishes  the 
mental  health  professions  from  each  other. 
Over  time,  it  would  seem  that  chamging  cur- 
riculums  could  better  define  specific  profes- 
sional training  in  a way  that  would  delineate 
with  improved  clarity  who  ought  to  be  doing 
what.  That  is  a long-term  effort,  but  it  cer- 
tainly suggests  that  the  who  camnot  be  sepa- 
rated from  the  what,  and  that  the  what  and 
the  who  need  to  be  brought  together. 

Peer  review  is  another  mechanism  for 
looking  at  this  relationship,  even  in  the  short 
term.  In  the  peer  review  system  that  all  of 
these  disciplines  have  moved  to  adopt,  some- 
one ought  to  study  what  the  what  is  for  which 
they  are  asking  reimbursement.  This  will  begin 
to  identify  self-selected  differences  beyond 
the  question  of  psychotherapy. 

The  where  hats  tremendous  implications  for 
the  who.  A number  of  years  ago,  professionals 
involved  with  community  mental  health  cen- 
ters put  forth  the  concept  of  the  organized 
setting  and  suggested  differential  models  for 
reimbursement  for  organized  settings  in  con- 
traist  to  individual  practitioners.  Use  of  the 
multidisciplinary  team  and  internal  peer  re- 
view, as  well  as  external  peer  review  ais 
needed,  should  lead  to  organized  settings' 
being  looked  at  differently  from  individtial 
private  practitioners.  If  differences  favor  or- 
ganized settings,  providers  may  take  the  hint 
amd  move  into  organized  settings,  thereby  re- 
ducing some  of  the  conflict  that  arises 
because  everyone  is  moving  toward  individual 
private  practice. 

Three  major  categories  of  to  -whom,  divided 
into  five  subsections,  have  been  mentioned. 
First  among  these  are  the  excliaded  groups  for 
whom  reimbursable  treatment  is  not  wau*- 
ranted.  These  individuals  may  be  best  helped 
by  the  self-help  delivery  system.  They  often 
can  be  handled  within  the  general  physician's 
office  and  are  not  necessarily  counted  ais  part 


of  the  cost  of  mental  illness  in  this  covintry. 

The  other  groups  au*e  the  acutely  ill  with  no 
piiblic  health  burden,  the  acutely  ill  with  pub- 
lic health  burden,  the  chronically  HI  who  au-e 
rehabilitatable,  aind  the  chronically  ill  who  au*e 
nonrehabUitatable.  Delineations  coiold  be  mauie 
along  the  continuum  of  the  who  that  would  fit 
into  these  differentiations  with  regard  to  to 
whom;  serious  thought  could  then  be  given  to 
which  of  the  professions  are  best  able  to  deal 
with  that  kind  of  differential  and  to  whom. 

Two  other  dimensions  of  the  to  whom  need 
mention  ais  well.  The  client's  level  of  disability 
or  dysfunction  becomes  an  importamt  aispect  of 
the  to  whom,  ais  does  the  individual's  diagno- 
sis. Fitting  both  into  a context  of  defining  the 
to  whom  could  then  help  to  define  the  who. 

The  final  consideration — how  much — sug- 
gests that  mental  health  care  must  bite  the 
bullet.  Standards  must  be  developed  for  dif- 
ferent diagnoses  with  regard  to  what  kind  of 
care  they  normally  would  reqioire.  This  needs 
to  be  done  not  just  for  inpatient  care  but  for 
outpatient  and  other  forms  of  caire  ais  well. 
The  term  "medically  necessary"  needs  to  be 
firmly  defined  or  discarded,  lest  it  become 
amother  panacea  like  peer  review,  licensure, 
continuing  education,  or  short-term  therapy. 

Professional  consensvis  is  needed  on  limits 
within  the  profession.  How  much  service  is  a 
profession  qualified  to  give  to  a certain 
patient?  After  a certain  number  of  outpatient 
visits  have  not  helped  a client,  should  the 
psychiatrist  recognize  that  perhaps  some  other 
form  of  treatment  is  required?  Shotild  social 
workers  have  a reimbursement  limit  on 
patients  who  cainnot  be  helped  with  short-term 
treatment,  without  medications,  and  within  a 
certain  period  of  time,  as  referral  to  another 
type  of  practitioner  for  another  type  of  ser- 
vice might  be  indicated?  More  questions  have 
been  raised  than  have  been  answered,  but  this 
appears  to  be  the  sensible  approach  to  a thor- 
ough investigation  of  mental  health  care  costs. 
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Chapter  20 


Third-Party  Payer  Views  on  Mental  Health  Providers 


William  Guillette,  M.D. 


There  is  no  question  that  mental  health  has 
been  discriminated  against  since  the  earliest 
group  health  insurance  policies  in  the  1920s 
and  1930s  excluded  such  care.  In  those  days, 
people  went  into  State  hospitals  for  2 or  3 
years;  insurers  felt  they  could  not  cover  that 
kind  of  care.  Early  policies  also  excluded  tu- 
berculosis, becaiase  every  county  had  a tuber- 
culosis sanitorium  where  patients  stayed  for  2 
or  3 years  at  a time.  Maternity  benefits  were 
similarly  disallowed;  insurers  couldn’t  face  the 
inevitability  of  the  diagnosis. 

During  World  War  II,  unions  petitioned  for 
maternity  coverage  and  won;  the  first  exclu- 
sion to  disappear  was  that  covering  pregnancy 
and  childbirth.  In  the  late  1940s,  when  ad- 
vances in  chemotherapy  began  to  control  tu- 
berculosis, exclusions  against  its  coverage 
disappeared.  When  mental  health  started  to 
get  some  coverage,  however,  all  contracts  had 
some  kind  of  outside  limit — either  a specific 
dollar  amount,  a per-visit  limit,  or  an  in- 
creased copayment. 

Certain  rules  about  insurance  are  set  in 
concrete,  from  the  insurance  industry's  view- 
point, One  of  them  is  to  define  the  illness  and 
the  type  of  treatment  with  some  precision, 
including  the  frequency  of  use,  the  duration  of 
care,  and  the  cost  of  care  per  unit,  to  allow 
some  degree  of  expertise  in  calciolating  pre- 
mium rates.  Use  should  be  infrequent  and  be- 
yond the  control  of  the  insured,  and  the  con- 
dition and  treatment  should  be  definitive. 

Looking  at  these  rules  makes  it  fairly  ob- 
vious why  mental  health  care  has  not  received 
full  coverage.  But  it  also  raises  the  question  of 
why  dental  benefits  have  taken  off  like  a 
rocket.  The  frequency  of  use  is  high,  the  du- 
ration of  care  is  lifelong,  utilization  is  deter- 
mined by  the  insured,  and  treatment  ranges 
from  shoddy  care  to  luxury  services.  The  an- 
swer is  simple:  union  demand.  The  typical  em- 
ployee will  not  pay  for  dental  coverage  but  is 
delighted  to  have  the  employer  provide  it; 


auto,  steel,  aluminum,  and  railroad  unions  all 
have  bargained  for  dental  coverage.  Vision 
care  is  the  next  big  item  on  the  horizon;  eye- 
glasses and  contact  lenses  are  already  covered 
in  some  contracts. 

No  one  is  screaming  for  improved  mental 
health  benefits,  however,  except  the  providers 
and  the  individuals  who  already  face  large  bills 
for  mental  health  care.  Experts  in  the  field 
have  attributed  the  relatively  weak  market 
demand  for  mental  health  insurance  to  the 
continuing  stigma  attached  to  mental  illness 
and  treatments.  Mental  health  patients  do  not 
zidvertise  the  wonderful  things  that  are  hap- 
pening in  their  treatment  for  depression  or 
anxiety,  except  perhaps  to  a close  friend.  They 
are  not  pounding  on  the  door  like  diabetics  or 
multiple  sclerosis  or  cancer  patients,  for  ex- 
ample, for  more  and  better  benefits. 

The  big  problem  is  that  people  do  not  antic- 
ipate the  need  for  mental  health  care.  During 
the  open  sezisons  on  the  Federal  employees' 
health  contract,  the  people  who  are  going  to 
need  such  care  do  not  necessarily  know  it,  A 
person  whose  18-year-old  son  is  going  to  nose- 
dive next  year  probably  does  not  expect  this 
and  signs  up  for  a contract  with  dental  or  vi- 
sion care  benefits,  lower  copayment,  or  first 
dollar  coverage,  but  not  with  mental  health 
coverage. 

Consumer  demand  aside,  however,  why  are 
insurers  so  leery  about  mental  health  benefits? 
First  of  all,  dental  and  vision  care  packages 
have  built-in  control  mechanisms.  Insurers' 
regular  health  contract  includes  a strong  de- 
terrent to  prolonged  outpatient  mental  health 
care — a 50-percent  copayment  by  the  con- 
sumer, Inpatient  care  has  only  a 20-percent 
copajmient  with  most  group  health  programs, 
which  some  observers  believe  will  promote 
more  hospitalization.  In  Aetna's  experience, 
however,  increased  inhospital  care  is  limited 
by  built-in  constraints  on  hospitalization,  Beds 
have  to  be  available,  utilization  review  main- 
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tains  some  control,  the  patient  hcis  to  be  sick 
enough  to  accept  loss  of  income,  extra  costs 
accrue  to  the  family,  and  the  intangible  neg- 
ative aspects  of  hospitalization  are  felt  as 
well.  Worth  remembering  also  are  the  sta- 
tistics on  the  two  Federal  employees  health 
benefits  carriers,  Aetna  and  Blue  Cross/Blue 
Shield,  when  copayments  were  decrezised  from 
50  percent  to  20  percent,  and  mental  health 
costs  gradually  increased  between  1967  and 
1974  to  14  percent  of  the  total  health  care 
dollar  and  30  percent  in  the  Wzishington,  D.C., 
area  on  the  Aetna  program. 

Aetna  studied  claims  during  that  time  and 
found  that  schizophrenics  and  depressive  psy- 
chotics  were  not  using  up  most  of  the  dollars. 
Neurotics  incurred  more  than  50  percent  of 
the  cost — 60  percent  in  the  D.C.  area.  Anxiety 
wzLS  one  of  the  most  frequent  diagnoses,  and  it 
seemed  that  no  one  ever  terminated  from 
treatment.  Psychoanalysis  was  a problem  all 
by  itself.  Aetna  did  a special  claims  study  that 
showed  that  its  total  mental  health  benefit 
payment  in  1974  was  $22.8  million,  of  which 
approximately  $14.6  million  was  for  outpatient 
services.  That  is  where  the  big  dollars  were 
going.  The  company  believed  it  had  better 
controls  on  hospitalization  as  to  who  was  ad.- 
mitted,  what  type  of  therapy  was  appropriate, 
and  how  long  a patient  was  confined. 

Something  had  to  be  done  to  control  out- 
patient treatment,  or  an  unreasonable  esca- 
lation in  expense  would  occur.  When  the  open 
season  came,  Aetna  would  get  all  of  the  high 
lasers,  costs  would  go  up,  and  the  company 
would  be  priced  out  of  the  business.  Both 
Aetna  and  Blue  Cross/Blue  Shield  found  that 
utilization  was  much  heavier  in  the  District  of 
Columbia  than  elsewhere.  In  1960,  400  psy- 
chiatrists were  practicing  in  Washington;  in 
1973,  there  were  850.  Today,  there  are  ap- 
proximately twice  as  many  psychiatrists  per 
capita  in  Washington  as  in  New  York  or  Cali- 
fornia or  Boston.  These  figures  do  not  neces- 
sarily represent  overutilization,  but  there  is  a 
big  problem  here.  The  average  share  of  each 
payment  dollar  in  most  health  plans  that  goes 
for  mental  illness  runs  anywhere  from  5 per- 
cent to  5.5  percent.  Some  plans  may  be  only  3 
percent.  Blue  Cross/Blue  Shield  is  apparently 
running  about  7.8  percent.  These  are  low  per- 
centages; most  countries  (e.g.,  Germany, 
which  has  some  controls)  spend  about  14  cents 
out  of  every  dollar  for  mental  health  care.  The 
United  States  appears  to  be  spending  much 
less  for  mental  health  than  many  other  nations 
do. 

Yet  mental  health  providers  in  this  country 
believe  that  the  dollars  are  being  spent  but  are 


being  buried  elsewhere — under  physical  health 
care  or  under  welfare  benefits.  Aetna  studied 
that  assumption  fairly  thoroughly,  but  could 
not  absolutely  confirm  it.  After  Aetna  put  in 
the  20- visit  limit,  which  wais  pretty  notorious 
at  the  time,  the  company  had  a drop  that  year 
of  $5.2  million.  The  high  users  switched  to 
Blue  Cross/Blue  Shield,  which  again  cut  bene- 
fits in  1982. 

If  it  may  be  said  in  this  forum,  mental 
health  professionals- -each  and  every  one  di- 
rectly, indirectly- -contributed  to  the  position 
in  which  the  industry  now  finds  itself  regard- 
ing mental  health  benefits.  As  with  every 
group,  professional  or  otherwise,  a few  mem- 
bers are  always  primarily  interested  in  making 
money.  They  will  treat  anybody,  anjnvhere, 
anytime,  ais  long  as  they  are  going  to  get  paid. 
Mental  health  professionals  are  the  same  as 
M.D.s  and  other  professionals  in  general:  They 
are  reluctant  to  blow  the  whistle  on  bad  ap- 
ples. The  way  to  turn  this  around  would  be  to 
support  legislation  that  will  permit  the  pro- 
fession to  discipline  its  recalcitrant  members 
and  back  the  insurance  carrier  in  refusing  to 
pay  for  inappropriate,  unnecessary  treatment. 

Assisting  the  carrier  by  developing  good 
criteria  as  to  diagnosis  and  treatment  is 
another  way  to  help.  Until  recently,  criteria 
for  diagnosis,  treatment,  and  determining  re- 
covery varied  so  widely  that  effective  peer 
review  was  next  to  impossible.  The  medical 
profession  is  repeatedly  criticized  for  impre- 
cise diagnoses.  Doing  this  to  protect  a patient, 
such  as  substituting  a benign  diagnosis  for  a 
more  serious  one,  is  londerstandable;  but  in- 
surance reviews  of  caises  are  based  on  the  di- 
agnoses given. 

The  larger  problem,  however,  is  the  will- 
ingness of  some  mental  health  professionals  to 
put  an  insurance-acceptable  diagnosis  on  a 
condition  that  is  not  considered  a covered  di- 
agnosis, This  incloodes  problems  of  living,  foun- 
dering marriages,  trouble  raising  children, 
difficulties  in  finding  meaning  in  life.  Going  to 
an  analyst  to  get  rid  of  unpleasant  or  un- 
wanted human  behavior,  or  to  find  oneself,  is 
admirable  and  acceptable,  but  insxorance  was 
never  intended  to  cover  this  type  of  nonpsy- 
chiatric problem.  Medical  insurance  should  be 
asked  to  cover  only  medical  and  mental  dis- 
orders— true  psychiatric  impairments  that  in- 
terfere with  individooals'  lives.  Insurance  is 
meant  to  pay  for  the  sick,  not  the  discon- 
tented who  are  seeking  improved  lifestyles. 
The  insoorance  business  needs  help  in  differ- 
entiating between  persons  who  have  mental 
disorders  and  those  who  simply  have  problems. 

With  respect  to  treatment,  the  major  prob- 
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lem  from  an  insurance  perspective  is  the  in- 
ability of  psychiatrists  to  agree  on  limiting  the 
types  of  therapy  that  can  be  considered  usual 
and  customary  for  a particular  condition.  The 
psychiatric  profession  out  there  is  mainly  an 
office-based  practice.  Many  psychiatrists  have 
no  affiliations  with  hospitals,  no  one  watching 
them;  they  can  do  what  they  want  as  long  as 
they  Weint  with  no  one  looking  over  their 
shoulders.  Theoretically,  the  patient  and  the 
physician  together  can  select  from  a wide 
variety  of  treatment  modalities. 

Supposedly  there  are  250  t5rpes  of  therapy, 
but  insurers  see  everything:  individual  therapy, 
group  therapy,  family  therapy,  encounter 
groups,  behavior  therapy,  marathon  therapy, 
primal  therapy,  nude  therapy,  electrosleep, 
dance  therapy,  psychodrama,  psychosynthesis, 
crisis  intervention,  emd  so  on.  From  this  side 
of  the  table,  it  really  looks  like  the  therapy- 
of-the-month  club.  ITie  minute  one  of  these 
claims  is  turned  down,  the  letters  arrive — 
from  the  insiared,  from  the  therapists,  and, 
finally,  from  the  insurance  commissioners — 
demanding  to  know  why  payment  is  refused  for 
therapy  that  is  reported  to  be  the  greatest 
advance  since  Freud. 

Looking  at  claims  from  particular  areas  of 
the  country,  insurers  see  evidence  that  no  one 
ever  gets  better;  patients  just  keep  coming 
back  for  more  therapy.  This  makes  effective 
peer  review  very  difficult,  but  Aetna  has  done 
something  about  that.  For  the  past  9 years, 
this  medical  director  has  been  out  there  trying 
to  sell  accountability,  which  looks  like  a 
pretty  good  product.  Who  could  possibly  be 
against  accountability?  That  is  way  up  there 
with  motherhood.  A few  individuals  would 
fight  accountability,  frequently  using  the  ar- 
gument of  confidentiality;  but  on  close  exam- 
ination, their  rationale  seems  to  be  self- 
serving.  Aetna  would  prefer  to  be  seen  as  the 
profession’s  conscience  that  prodded  thinking 
members  into  affirmative  action. 

And  peer  review  now  exists.  CHAMPUS  is 
up  and  running.  Aetna  is  there,  and  10  other 
carriers  are  on  the  peer  review  panels  for  the 
American  Psychiatric  and  American  Psycho- 
logical Associations.  Would  anyone  believe 
that,  in  the  first  year  of  this  program,  12,000 
completed  mental  health  treatment  reports 
could  be  reviewed,  with  fewer  than  a dozen 
complaints  that  could  be  considered  signifi- 
cant? That  12,000  is  now  up  to  18,000. 
CHAMPUS  mainly  concentrated  on  inhospital 
review,  whereas  Aetna  reviewed  principally 
outpatient  cases.  It  was  nice  to  have  two  dif- 
ferent programs  working  at  that  time. 

Aetna  is  the  largest  multiple-line  insurance 


company  in  the  world,  as  well  as  one  of  the 
largest  group  health  insurance  companies, 
covering  about  5 percent  of  the  insured  popu- 
lation. Each  day,  the  firm’s  field  offices  re- 
ceive and  process  an  average  of  120,000 
claims,  a stack  of  paper  400  feet  high.  Of 
those,  2,000  are  for  mental  and  nervous  con- 
ditions, a stack  about  6 1/2  feet  high.  Approx- 
imately 1,950  of  the  2,000  are  approved  for 
payment  by  field  officers  based  on  instructions 
from  Aetna’s  home  office. 

So,  in  50  cases,  2.5  percent,  the  provider  is 
requested  to  complete  a mental  health  treat- 
ment report.  Ninety  percent  of  these  com- 
pleted reports  are  approved  for  payment. 
Approximately  10  percent  are  selected  for 
potential  referral  to  peer  review,  and  the  pro- 
vider is  sent  a letter  requesting  more  informa- 
tion. When  this  information  is  received,  about 
80  percent  are  approved  for  payment  based  on 
the  additional  information  and  are  not  sent  to 
peer  review.  Aetna’s  procedure  is  different 
from  that  of  CHAMPUS,  in  that  CHAMPUS 
ha.s  automated  guidelines  as  to  when  some- 
thing goes  to  peer  review.  Aetna’s  decision  is 
made  by  a physician  in  the  home  office.  Thus, 
only  20  percent  of  the  10  percent  of  the  2.5 
percent  are  sent  to  peer  review,  a pretty  small 
sample. 

To  date,  Aetna  has  submitted  more  than  300 
outpatient  ceises  to  peer  review  and  is  most 
satisfied  with  the  results,  which  have  been  ob- 
jective reviews.  This  carrier  hais  not  retro- 
actively denied  any  claims,  preferring  to  pass 
on  copies  of  the  reviewers’  report  to  the  pro- 
viders and  asking  them  to  respond  to  any  ques- 
tions that  have  been  raised.  When  there  has 
been  disagreement  over  certain  types  of  ther- 
apy, the  provider  has  been  asked  to  furnish  ad- 
ditional information  substantiating  his  or  her 
position. 

What  is  Aetna  seeing  in  the  program? 
Roughly  60  percent  of  the  claimants  are  fe- 
male. Most  are  married  and  around  30  years  of 
age.  The  most  frequent  diagnosis  is  anxiety, 
followed  by  depression  zind  adjustment  reac- 
tion. The  most  common  therapy  is  individual, 
followed  by  individual  and  group,  and  then 
group  alone.  Next  is  psychoanalysis,  and  then  a 
host  of  techniques  such  as  relaxation  therapy, 
desensitization,  biofeedback,  hypnotherapy, 
scream  therapy,  century  integration,  self- 
determination,  marathons,  and  minithons. 

The  last  is  seen  almost  exclusively  in  Mich- 
igan, and  it  seems  to  be  the  "in"  thing  in  a 
large  group  of  psychiatrists.  One  M.D.  said 
that  if  a 1-1/2-hour  group  is  good,  3 hours  is 
better.  Aetna  insured  the  State  employees  in 
Michigan,  who  had  open-ended  benefits.  When 
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the  peer  review  program  found  out  what  was 
going  on,  the  State,  on  its  own,  cut  back  ben- 
efits to  a $2,500  maximum,  with  20-percent 
copayment,  becaiise  the  abuses  under  the 
program  were  unbelievable.  The  State  policy 
insured  all  of  the  State  clinics,  the  community 
and  mental  health  centers,  where  everybody 
W21S  in  treatment.  And  if  3 ho\ars  is  better,  the 
28-hour  weekend  marathons  must  be  great.  It 
is  certainly  good  for  the  therapist's  pocket- 
book  to  take  a host  of  patients  away  three  or 
four  weekends  a year  for  28-hour  marathons 
at  a cost  of  $150  to  $250  per  person. 

Where  is  the  peer  review  program  now?  In 
its  early  phases,  when  providers  were  aware 
that  their  cases  might  be  reviewed,  a rash  of 
voluntary  terminations  began.  In  approxi- 
mately 5 percent  of  cases  in  which  therapists 
were  aisked  to  complete  mental  health  treat- 
ment reports,  treatment  stopped  voluntarily. 
This  included  cases  in  analysis,  patients  who 
had  been  in  treatment  for  5 to  6 years  and 
patients  who  appeaired  to  have  little  or  no 
mental  health  problem.  In  other  patients,  fre- 
quency of  treatment  decreased. 

What  happened  in  the  czises  that  went  to 
peer  review?  In  the  first  100  cases  involving 
psychiatrists,  35  voliantarily  stopped  treatment 
when  they  received  peer  reviewers'  reports. 
Aetna  did  not  arbitrarily  deny  benefits.  In  only 
2 caises  out  of  100  did  the  carrier  partially 
deny  coverage,  and  that  was  for  28-hour  mar- 
athons. In  several  cases,  the  psychiatrist  de- 
creaised  the  frequency  of  visits  based  on  the 
reviews.  Treatment  plans  were  altered.  Dif- 


ferent approaches  were  tried,  including  medi- 
cations and  consultations.  In  15  cases  involving 
psychoanalysis,  treatment  was  voluntarily 
terminated  in  3 cases  after  peer  review.  In  13 
out  of  50  caises  \mder  the  psychologist  pro- 
gram, treatment  was  terminated;  in  2 other 
ceises,  treatment  v/as  reduced.  These  kinds  of 
results  have  to  be  impressive,  that  after  all 
this  hard  work  by  both  these  associations  and 
their  committees,  peer  review  is  up  and 
running. 

The  goal  of  the  peer  review  program  hats 
been  fourfold;  (1)  to  demonstrate  that  psycho- 
therapy is  not  only  an  art,  but  a valid  science, 
baised  on  sound  medical  principles;  (2)  to  prove 
that  the  majority  of  mental  disorders  can  be 
effectively  treated  in  a relatively  short  period 
of  time  at  a reaisonable  cost;  (3)  to  convince 
providers  that  new  and  different  therapies 
must  be  accepted  by  the  mainstream  of  the 
profession  before  they  can  be  considered  qual- 
ified for  reimbursement  under  insuramce  plains; 
and  (4)  to  show  that  the  vaist  majority  of  the 
profession  endorses  these  concepts  and  is  will- 
ing to  cooperate  in  a program  aimed  at  en- 
suring qioality  care. 

Peer  review  addresses  problem  providers 
and  gives  insurance  companies  the  necessary 
clout  to  discipline  providers  who  deviate  from 
the  accepted  norm  by  not  reimbursing  for 
their  services.  This  helps  to  take  patients  out 
of  the  middle,  which  is  where  they  have  been, 
especially  with  retroactive  denial  of  coverage. 
InsTirance  companies  and  providers  must  work 
together  to  achieve  this  multifaceted  goal. 
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Chapter  21 


Summary  of  Discussion  on  Providers 


The  discussion  on  providers  maintained  the 
focus  on  nonmedical  providers  and  nonmedical 
diagnoses  that  the  session  papers  had  intro- 
duced. Peer  review  consensus  across  profes- 
sions was  seen  as  a necessary  part  of  true 
substitutability,  and  the  role  of  the  Federal 
Government  in  the  Nation's  mental  health  was 
explored. 

Formal  peer  review  on  a multidisciplinary 
basis  is  already  being  done  in  many  organized 
settings.  Individuals  from  the  various  disci- 
plines sit  down  together  and  look  at  cases, 
perhaps  not  from  a reimbursement  perspec- 
tive— ^because  often  these  ceises  are  paid  for 
through  direct  categorical  funding — but  from 
a program  management  perspective.  Multidis- 
ciplinary peer  review  for  those  services  where 
the  concept  of  substitutability  has  been  ac- 
cepted is  a necessary  first  step,  as  opposed  to 
maintaining  independent  peer  reviews  for  each 
profession  of  providers. 

Adverse  selection  in  mental  health  services 
is  identical  to  adverse  selection  in  dental 
services.  People  have  a good  idea  of  whether 
they  need  it  or  not,  and  the  minute  they  have 
a choice  of  whether  they  have  it  in  the  plan, 
they  elect  it.  The  same  thing  is  true  with 
mental  health  services.  People  are  being  more 
astute  about  whether  they  need  mental  health 
services.  The  more  astute  they  are,  the  more 
they  get  a plan  by  choice  out  of  kilter  imme- 
diately. Adverse  selection  problems  will  not 
happen  if  people  do  not  have  choices. 

What  has  happened  with  the  Federal  em- 
ployees situation  and  mental  health  benefits  is 
a slow  process  of  adverse  selection  for  Blue 
Cross/Blue  Shield.  Only  a small  number  of 
users  of  benefits  have  accounted  for  a small 
amount  of  the  cost.  Because  Blue  Cross/Blue 
Shield  since  1975  have  been  the  only  carriers 
to  manage  broad  benefits,  however,  they  have 
gradually  accumulated  the  high  users.  The 
solution  to  adverse  selection  is  indeed  trying 
to  spread  the  risk  across  many  plans.  Compet- 
ing on  benefits  leads  to  adverse  selection,  and 
that  will  undermine  the  whole  system.  Plans 
should  have  uniform  benefits  and  compete  on 


the  basis  of  efficiency  or  prepaid  agreements 
with  various  kinds  of  groups  or  some  criteria 
other  than  benefits. 

Aetna  conducts  peer  review  with  the  Amer- 
ican Psychiatric  Association  and  the  American 
Psychological  Association  and  contemplates 
meeting  with  a representative  of  social  worker 
providers.  Aetna's  representative  reviewed  the 
history  of  insurance  coverage  in  discussing 
providers  who  seek  licensure  to  qualify  for 
reimbursement  from  insurance  plans. 

Health  insurance  is  just  like  any  other  mas- 
sive program  with  a big  bucket  of  money. 
People  can  take  money  out  of  the  bucket  only 
for  so  long  before  someone  has  to  put  more 
money  in  the  bucket.  Somebody  has  to  pay  the 
bill,  and  that  is  the  employer.  But  the  em- 
ployer passes  these  expenses  of  doing  business 
on  to  the  consumer,  and  they  are  reflected  in 
the  cost  of  products  and  services  that  the 
public  buys. 

Health  insurance  policies  are  built  on  the 
medical  model  to  reimburse  enrolled  patients 
for  medical  expenses.  Originally,  they  were 
intended  mainly  for  swgical  procedures  and 
later  for  illness  in  general,  and  the  only  pro- 
vider whose  services  were  covered  v/as  the 
physician.  Thus,  the  only  hands  allowed  to  dip 
into  the  bucket  of  money  were  the  physicians 
and  the  hospitals,  and  the  insurers  could  con- 
trol how  often  they  dipped  into  the  bucket  and 
how  much  money  they  were  allowed  to  remove. 

Gradually,  that  system  started  to  erode — 
first  with  physical  therapists  in  the  hospital 
setting,  then  for  the  work  of  psychologists  and 
social  workers  in  the  hospital  setting,  then  in 
many  States  for  psychologists  as  independent 
practitioners,  and  then  in  some  States  for  so- 
cial workers  as  independent  practitioners. 
Many  arguments  are  made  that  nonphysician 
providers  offer  similar  or  equal  services  for 
less  money.  Once  allowed,  however,  the  tune 
changes  to  "equal  pay  for  equal  service."  In 
addition,  social  workers  in  particular  treat 
conditions  such  as  marital  and  family  problems 
that  insurers  believe  should  not  be  reimbursed 
under  medical  policies.  Carriers  do  not  ques- 
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tion  whether  such  care  is  needed,  nor  the 
social  workers'  ability  to  provide  it.  Their 
concern  is  that  no  insurance  policy  hais  the 
money  to  pay  for  these  kinds  of  services. 

Once  providers  are  turned  down  for  a non- 
covered  diagnosis,  however,  they  change  the 
diagnosis  to  anxiety,  depression,  or  adjustment 
reaction.  Insurers  have  no  control  over  such 
actions,  which  can  rapidly  escalate  mental 
health  treatment  costs  in  an  insurance  pro- 
gram and  encourage  the  policyholder  to  place 
an  outside  limit  on  mental  health  benefits, 
depriving  the  really  sick  patients  from  re- 
ceiving medically  necessary  care. 

From  the  policyholder's  viewpoint,  the 
major  reaison  for  excluding  additional  pro- 
viders from  direct  reimbtirsement  is,  pure  and 
simple,  cost.  Health  care  is  not  like  any 
other  business  in  America:  the  concept  of 
supply  and  demand  suggested  in  Washington 
does  not  work  in  the  health  care  field.  As  the 
number  of  physicians  in  a community  in- 
creases, costs  go  up.  The  doctors  will  find  the 
patients,  and  the  patients  will  find  the  doc- 
tors, particularly  if  someone  else  is  pa3dng  the 
bill.  All  present  providers  will  have  to  treat 
patients  longer  than  indicated  to  keep  up  their 
incomes  if  they  lose  potential  new  patients.  If 
psychologists  are  added,  costs  go  up  even 
more.  If  a group  as  large  as  social  workers  is 
added,  costs  will  skyrocket. 

Policyholders  will  not  stand  still  for  this.  If 
a policy  has  unlimited  medical  benefits,  they 
will  adopt  an  outside  limit.  If  they  already 
have  an  outside  limit,  it  will  never  be  in- 
creased. In  other  words,  the  pot  will  stay  the 
same  size,  but  there  will  be  a lot  more  hands 
grabbing  for  the  money.  Adding  provider 
groups,  one  ad’ter  another,  to  this  list  of  men- 
tal health  providers  means,  as  always,  that  the 
patient  will  suffer. 

Insurance  coverage  actually  is  determined 
not  by  who  the  provider  is,  but  rather  by  what 
is  being  provided.  Carriers  do  not  want  to 
cover  therapy  for  garden-variety  marital 
problems  whether  it  is  from  a psychiatrist,  a 
general  practitioner,  or  a social  worker.  Care 
for  a true  diagnosable  anxiety  reaction  or  de- 
pression, however,  should  be  reimbursed,  re- 
gardless of  the  covered  provider.  If  social 
workers  qualify  for  reimbursement,  and  they 
are  giving  psychotherapy  for  a definite  anxiety 
reaction,  payment  should  be  made.  Conditions 
that  catise  impairment  in  day-to-day  living — 
whether  it  be  intrafamily,  interpersonal,  or 
work-related — and  are  secondary  to  a diagno- 
sable mental,  medical  disorder  are  insurance- 
reimbursable. 


An  illustration  could  be  given  in  the  case  of 
a patient  who  has  had  a heart  attack  and  is 
having  difficulty  resuming  sexual  relations 
with  his  wife.  Most  carriers  would  not  cover 
the  cardiologist's  time  spent  with  the  couple 
in  discussing  predictable  dysfunction,  because 
anything  having  to  do  with  sex  or  sex  therapy 
is  regarded  as  special  education,  which  is  not 
covered.  Treating  the  individual's  diagnosable 
anxiety  reaction  at  adapting  to  a new  way  of 
life  would  be  a different  matter  insurance- 
wise.  Consulting  with  family  members  in  this 
C2ise  does  not  alarm  insurers. 

Medical  doctors  at  the  conference  expressed 
confidence  in  cardiologists'  or  other  M.D.s' 
doing  such  consulting,  as  10  percent  of  car- 
diologists are  not  out  of  work,  and  other  as- 
pects of  their  practices  are  more  lucrative 
than  advising  is.  The  profit  motive  would  not 
spur  them  on  to  excessive  psychotherapy.  The 
fact  that  10  percent  of  social  workers  are  un- 
employed does  cause  concern,  however.  Pro- 
viders are  expainding,  and  as  soon  bls  their 
numbers  increase,  service  needs  will  expand  by 
that  rate. 

Social  work  representatives  proposed  the 
legitimacy  of  a child's  treatment's  being  best 
handled  by  a family  therapist,  not  by  a child 
psychiatrist  or  a Ph.D.  psychologist.  This 
approach  can  be  cost-effective  as  well  as 
efficient  zind  may  avoid  later  insurance  costs 
for  emergency  room  visits  for  treatment  of 
asthma,  for  example.  Participaints  acknowl- 
edged the  problem  between  what  is  written  in 
the  carriers'  books  and  what  is  going  on  in  the 
real  world.  Social  workers  should  provide  some 
mental  health  care  aind  get  paid  for  it.  How- 
ever, neither  they  nor  physicians  should  pro- 
vide certain  aispects  of  care.  But  removing 
social  workers  from  the  mental  health  field 
would  cause  total  chaos. 

Drastic  changes  within  the  insurance  in- 
dtistry  are  unlikely  to  happen  for  a long  while. 
A few  companies,  including  Aetna,  are  de- 
veloping alternative  approaches  to  mental 
health  care  that  will  soon  be  on  the  market. 
Getting  such  changes  into  standard  tinion 
contracts,  however,  is  virtually  impossible. 

A well-articulated  national  mental  health 
policy  should  drive  insurance  programs,  and 
not  the  opposite.  Federal  officials  should  help 
insurers  figure  out  what  the  alternatives  aire 
and  then  help  them  implement  such  choices 
without  incurring  losses.  Lack  of  appropriate 
policy  represents  unnecessary  costs  not  only  to 
ADAMHA  or  to  the  private  carriers,  but  under 
the  guise  of  disability  insurance  with  social 
security,  supplemental  security  income,  food 
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stamps,  and  other  expenses  as  well.  The  so- 
ciety pays,  in  one  way  or  another,  for  the 
mental  health  needs  of  its  citizens. 

Several  participants  asked  for  clarification 
of  the  status  of  mental  health  under  the  new 
federalism.  To  date,  discussions  on  the  Federal 
Government's  position  on  health  issues  have 
not  been  proceeding  very  actively.  However, 
collaborative  projects  and  multidisciplinary 
treatment  teams  have  been  encouraged  by 
both  NIMH  and  ADAMHA.  Providers  yearning 
for  a system  will  have  to  realize  that  the 
structure  provided  by  the  community  mental 
health  centers  will  not  be  available  again  soon. 
Some  centers  had  considerable  difficulty  fo- 
cusing on  the  right  patient  population  and  on 
those  programs  that  were  relevant  to  that 
patient  population. 

The  most  that  providers  can  hope  for — 
probably  not  with  Federal  dollars  but  perhaps 
with  insurance  money  saved  by  reducing 
overtreatment — is  some  demonstrations.  This, 
in  fact,  was  one  of  the  goals  of  the  comm\anity 
mental  health  center  movement. 

Almost  all  the  research  described,  with  the 
prominent  exception  of  the  Stein,  Test,  and 
Weisbrod  work,  has  been  retrospective.  Vari- 
ous data  already  collected  have  been  subjected 
to  cost  analysis.  Prospective  studies  and  eco- 
nomics proposals  are  in  great  demand,  and 
guidelines  are  available.  The  Division  of  Biom- 
etry and  Epidemiology,  NIMH,  provides  grants 
for  mental  health  service  systems  and  eco- 
nomics research. 


The  professional  associations  need  to  do 
their  part.  All  who  are  wrestling  with  costs 
have  described  legitimate  roles  for  help.  The 
Institute's  role  consists  of  its  brokering  func- 
tion in  getting  people  together  and  supporting 
consensus  conferences  or  a series  of  research 
protocols  that  will  contribute  to  the  issues  of 
modalities  and  research  on  process  variables. 

NIMH  is  developing  the  portfolio  for  the 
Community  Support  Program  research,  which 
is  focused  on  the  interactions  among  clients' 
use  of  services,  staffing  patterns  in  those 
services,  and  costs. 

Insurer  participants  saw  NIMH  and 
ADAMHA  as  having  the  same  responsibility  as 
carriers  to  seek  out  professional  organizations 
for  peer  review.  They  bemoaned  the  lack  of  a 
national  employment  policy,  and  called  on 
ADAMHA  for  proactive  involvement  in  de- 
veloping that  policy.  Insurers  expressed  need 
for  national  leadership  and  coordination  of  the 
many  health  care  systems  and  health  care 
providers  now  competing  with  one  another. 

Participants  were  urged  to  keep  the  notion 
of  quality  firmly  ahead  of  that  of  cost  con- 
tainment. If  better  services  can  be  obtained 
for  less  money,  that  is  fine,  but  mental  health 
care  must  be  better  first,  not  cheaper  first.  In 
line  with  the  importance  of  quality  is  the  need 
within  the  professions,  both  collaboratively 
and  individually,  to  focus  on  training  programs 
that  prepare  professionals  to  deal  with  third- 
party  payers,  manage  their  practices,  and 
handle  complex  health  systems. 
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